SUPPLEMENTAL  AGREEMENTS  TO  THE  NORTH 
AMERICAN  FREE  TRADE  AGREEMENT 


V  4.  W  36;  103-8 

Supplenental  A§reenents  to  the  Kort... 

HEARING 

BEFORE  THE 

SUBCOMMITTEE  ON  TRADE 

OF  THE 

COMMITTEE  ON  WAYS  AND  MEANS 
HOUSE  OF  REPRESENTATIVES 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 


MARCH  11,  1993 


Serial  103-8 


Printed  for  the  use  of  the  Committee  on  Ways  and  Means 


SUPPLEMENTAL  AGREEMENTS  TO  THE  NORTH 
AMERICAN  FREE  TRADE  AGREEMENT 


HEARING 

BEFORE  THE 

SUBCOMMITTEE  ON  TRADE 

OF  THE 

COMMITTEE  ON  WAYS  AND  MEANS 
HOUSE  OF  REPRESENTATIVES 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 


MARCH  11,  1993 


Serial  103-8 


Printed  for  the  use  of  the  Committee  on  Ways  and  Means 


U.S.   GOVERNMENT  PRINTING  OFFICE 
WASHINGTON  :  1993 


For  sale  by  the  U.S.  Government  Printing  Office 
Superintendent  of  Documents,  Congressional  Sales  Office,  Washington.  DC  20402 
ISBN   0-16-041095-9 


COMMITTEE  ON  WAYS  AND  MEANS 
DAN  ROSTENKOWSKI,  Illinois,  Chairman 


SAM  M.  GIBBONS,  Florida 
J.J.  PICKLE,  Texas 
CHARLES  B.  RANGEL,  New  York 
FORTNEY  PETE  STARK,  CaUfomia 
ANDY  JACOBS,  Jr.,  Indiana 
HAROLD  E.  FORD,  Tennessee 
ROBERT  T.  MATSUI,  California 
BARBARA  B.  KENNELLY.  Connecticut 
WILLIAM  J.  COYNE,  Pennsylvania 
MICHAEL  A.  ANDREWS,  Texas 
SANDER  M.  LEVIN,  Michigan 
BENJAMIN  L.  CARDIN,  Maryland 
JIM  McDERMOTT,  Washington 
GERALD  D.  KLECZKA,  Wisconsin 
JOHN  LEWIS,  Georgia 
L.F.  PAYNE,  Virginia 
RICHARD  E.  NEAL,  Massachusetts 
PETER  HOAGLAND,  Nebraska 
MICHAEL  R.  McNULTY,  New  York 
MIKE  KOPETSKI,  Oregon 
WILLIAM  J.  JEFFERSON,  Louisiana 
BILL  K.  BREWSTER,  Oklahoma 
MEL  REYNOLDS,  Illinois 


BILL  ARCHER,  Texas 
PHILIP  M.  CRANE,  Illinois 
BILL  THOMAS.  CaUfomia 
E.  CLAY  SHAW,  Jr.,  Florida 
DON  SUNDQUIST,  Tennessee 
NANCY  L.  JOHNSON,  Connecticut 
JIM  BUNNING,  Kentucky 
FRED  GRANDY,  Iowa 
AMO  HOUGHTON,  New  York 
WALLY  HERGER,  CaUfomia 
JIM  McCRERY,  Louisiana 
MEL  HANCOCK,  Missouri 
RICK  SANTORUM,  Pennsylvania 
DAVE  CAMP,  Michigan 


Janice  Mays,  Chief  Counsel  and  Staff  Director 
Charles  M.  Brain,  Assistant  Staff  Director 
Phillip  D.  Moseley,  Minority  Chief  of  Staff 


Subcommittee  on  Trade 

SAM  M.  GIBBONS,  Florida,  Chairman 


DAN  ROSTENKOWSKI,  Illinois 
ROBERT  T.  MATSUI,  California 
BARBARA  B.  KENNELLY,  Connecticut 
WILLIAM  J.  COYNE,  Pennsylvania 
L.F.  PAYNE,  Virginia 
RICHARD  E.  NEAL,  Massachusetts 
PETER  HOAGLAND,  Nebraska 
MICHAEL  R.  McNULTY,  New  York 


PHILIP  M.  CRANE,  Illinois 
BILL  THOMAS,  CaUfomia 
E.  CLAY  SHAW,  Jr.,  Florida 
DON  SUNDQUIST,  Tennessee 
NANCY  L.  JOHNSON,  Connecticut 


CONTENTS 


Page 

Press  release  of  Thursday,  February  25,  1993,  announcing  the  hearing 2 

WITNESSES 

U.S.  Trade  Representative,  Hon.  Michael  Kantor  5 

AFG  Industries,  Inc.,  John  C.  Reichenbach,  Jr 297 

Amalgamated     Clothing     &     Textile     Workers     Union,     AFL-CIO,     Jack 

Sheinkman  144 

American  Association  of  Exporters  &  Importers,  Claudia  Pasche  on  behalf 

of  Steven  P.  Kersner  282 

Andrews,  Hon.  Michael  A.,  a  Representative  in  Congress  from  the  State 

of  Texas  46 

Audley,  John  J.,  Sierra  Club 202 

Bieber,  Owen,  International  Union,  United  Automobile,  Aerospace  &  Agricul- 
tural Implement  Workers  of  America — UAW 119 

Carey,  Ron,  International  Brotherhood  of  Teamsters  139 

Eastman  Kodak  Co.,  Sandra  Masur 260 

Environmental  Defense  Fund,  Peter  M.  Emerson  239 

Gephardt,  Hon.  Richard  A.,  a  Representative  in  Congress  from  the  State 

of  Missouri,  Majority  Leader  of  the  U.S.  House  of  Representatives 164 

Guardian  Industries  Corp.,  John  C.  Reichenbach,  Jr 297 

Hammer,  Thomas  A.,  Sweetener  Users  Association 288 

Harvey,  Pharis  J.,  International  Labor  Rights  Education  and  Research  Fund  .  151 

Hudson,  Stewart  J.,  National  Wildlife  Federation 176 

International  Brotherhood  of  Teamsters,  Ron  Carey  139 

International  Labor  Rights  Education  and  Research  Fund,  Pharis  J.  Harvey  ..  151 
International  Union,  United  Automobile,  Aerospace  &  Agricultural  Implement 

Workers  of  America — UAW,  Owen  Bieber  119 

Kaptur,  Hon.  Marcy,  a  Representative  in  Congress  from  the  State  of  Ohio  56 

Katz,  Hon.  Abraham,  U.S.  Council  for  International  Business  272 

Kersner,  Steven  P.  (see  American  Association  of  Exporters  &  Importers). 

Kolbe,  Hon.  Jim,  a  Representative  in  Congress  from  the  State  of  Arizona 99 

Levin,  Hon.  Sander  M.,  a  Representative  in  Congress  from  the  State  of 

Michigan  50 

Masur,  Sandra  USA*NAFTA,  Inc.,  and  Eastman  Kodak  Co  260 

National  Wildlife  Federation,  Stewart  J.  Hudson 176 

Nulty,  Leslie,  United  Food  &  Commercial  Workers  International  Union  126 

Pasche,  Claudia,  American  Association  of  Exporters  &  Importers  282 

PPG  Industries,  Inc.,  John  C.  Reichenbach,  Jr 297 

Public  Citizen's  Congress  Watch,  Lori  Wallach  247 

Reichenbach,  John  C.,  Jr.,  PPG  Industries,  Inc.,  Guardian  Industries  Corp., 

and  AFG  Industries,  Inc  297 

Richardson,  Hon.  Bill,  a  Representative  in  Congress  from  the  State  of  New 

Mexico  93 

Sheinkman,  Jack,  Amalgamated  Clothing  &  Textile  Workers  Union,  AFL- 
CIO  144 

Sierra  Club,  John  J.  Audley 202 

Sweetener  Users  Association,  Thomas  A.  Hammer 288 

Thomas,  Hon.  Craig,  a  Representative  in  Congress  from  the  State  of  Wyo- 
ming    112 

(III) 


IV 

United  Food  &  Commercial  Workers  International  Union,  William  H.  Wynn  Page 

and  Leslie  Nulty 126 

USA*NAFTA,  Inc.,  Sandra  Masur  260 

U.S.  Council  for  International  Business,  Hon.  Abraham  Katz  272 

Wallach,  Lori,  Public  Citizen's  Congress  Watch  247 

Wynn,  WiUiam  H.,  United  Food  &  Commercial  Workers  International  Union  .  126 

SUBMISSIONS  FOR  THE  RECORD 

Aebi  Nurseries,  Richmond,  Calif.,  Francis  Aebi,  Sr.;  Francis  Aebi,  Jr.;  and 

Lina  Aebi-Hale,  statement  311 

Allaire,  Paul,  United  Nations  Association  of  the  United  States  of  America 

and  Xerox  Corp.,  letter  and  attachments  411 

Amalgamated  Clothing  and  Textile  Workers  Union,  Jack  Sheinkman,  letter 

and  attachments 411 

American  Trucking  Associations,  Inc.,  statement 316 

Association  of  North  American  Tile  Manufacturers,  Steven  P.  Kersner  and 

Claudia  G.  Pasche,  statement  320 

Barrow,  Robert  E.,  National  Grange,  statement 391 

Bedell  Associates,  Donald  W.  Bedell,  statement  and  attachment  322 

Bernal,  Hon.  Richard  L.,  Ambassador,  Government  of  Jamaica,  statement  387 

Brown,  Hon.  George  E.,  a  Representative  in  Congress  from  the  State  of 

California,  statement  332 

Brugal  &  Co.,  Inc.  (see  listing  for  Virgin  Islands  Rum  Industries  Ltd.). 

California  Avocado  Commission,  statement 335 

California  Cut  Flower  Commission,  statement  338 

California  Farm  Bureau  Federation,  Bob  L.  Vice,  statement  341 

Caribbean/Latin  American  Action  (see  listing  for  Virgin  Islands  Rum  Indus- 
tries Ltd.). 

CBI  Sugar  Group,  Julio  R.  Herrera,  statement  and  attachments  343 

Crawford,   Bob,  Florida  Department  of  Agriculture  &  Consumer  Services, 

statement  and  attachments 359 

Edgar,  Hon.  Jim,  Governor,  State  of  Illinois,  letter 373 

Floral  Trade  Council,  Timothy  J.  Haley,  David  F.  Machtel,  et  al.,  statement  ...  349 
Florida  Department  of  Agriculture   &   Consumer  Services,   Bob  Crawford, 

statement  and  attachments 359 

Florida  Tomato  Exchange,  Wayne  Hawkins,  statement  367 

Glass,  Molders,  Pottery,  Plastics  &  Allied  Workers  International  Union,  AFL- 

CIO,  CLC,  James  E.  Hatfield,  letter  371 

Haley,  Timothy  J.,  Floral  Trade  Council,  statement  349 

Hamilton,  Hon.   Art,  Arizona  House   Minority  Leader,   and  National  Con- 
ference of  State  Legislatures,  letter  390 

Hatfield,  James  E.,  Glass,  Molders,  Pottery,  Plastics  &  Allied  Workers  Inter- 
national Union,  AFL-CIO,  CLC,  letter  371 

Hawkins,  Wayne,  Florida  Tomato  Exchange,  statement  367 

Herrera,  Julio  R.,  CBI  Sugar  Group,  statement  and  attachments 343 

Illinois,  State  of,  Hon.  Jim  Edgar,  (Governor,  letter 373 

International  Ladies'  Garment  Workers'  Union,  AFL-CIO,  Jay  Mazur,  state- 
ment    375 

International  Sugar  Policy  Coordinating  Commission  of  the  Dominican  Re- 
public, statement 382 

Jamaica,  Government  of,  Hon.  Richard  L.  Bernal,  Ambassador,  statement  387 

Kersner,  Steven  P.,  Association  of  North  American  Tile  Manufacturers,  state- 
ment    320 

Krone,  James  C,  Roses  Inc.,  statement  and  attachment 399 

Machtel,  David  F.,  Floral  Trade  Council,  statement  349 

Mazur,  Jay,  International  Ladies'  Garment  Workers'  Union,  AFL-CIO,  state- 
ment    375 

National  Conference  of  State  Legislatures,  Hon.  Art  Hamilton,  Arizona  House 

Minority  Leader,  letter  390 

National  Grange,  Robert  E.  Barrow,  statement 391 

National  Potato  Council,  statement  396 

Pasche,  Claudia  G.,  Association  of  North  American  Tile  Manufacturers,  state- 
ment    320 

Poshard,  Hon.  Glenn,  a  Representative  in  Congress  from  the  State  of  Illinois, 

statement  17 

Roses  Inc.,  James  C.  Krone,  statement  and  attachment 399 

Schoelkopf,  Leonard,  Vista  Management  Corp.,  Dallas,  Tex.,  statement  421 


Sheinkman,  Jack,  United  Nations  Association  of  the  United  States  of  Amer-     Page 
ica,  and  Amalgamated  Clothing  and  Textile  Workers  Union,  statement 
and  attachments 411 

Stark,  Hon.  Pete,  a  Representative  in  Congress  from  the  State  of  California, 
statement  and  attacmnent  404 

U.S.  Chamber  of  Commerce,  Willard  A.  Workman,  statement  and  attach- 
ments        407 

U.S.  Virgin  Islands,  Government  of  (see  listing  for  Virgin  Islands  Rum  Indus- 
tries Ltd.). 

United  Nations  Association  of  the  United  States  of  America,  Paul  Allaire 
find  Jack  Sheinkman,  letter  and  attachments 411 

Vice,  Bob  L.,  California  Farm  Bureau  Federation,  statement 341 

Virgin  Islsmds  Rum  Industries  Ltd.;  Brugal  &  Co.,  Inc.;  Government  of  the 
U.S.  Virgin  Islands;  West  Indies  Rum  and  Spirits  Producers  Association; 
and  Caribbean/Latin  American  Action,  joint  statement  416 

Vista  Management  Corp.,  Dallas,  Tex.,  Leonard  Schoelkopf,  statement 421 

West  Indies  Rum  and  Spirits  Producers  Association  (see  listing  for  Virgin 
Islands  Rum  Industries  Ltd.). 

Workman,  Willard  A.,  U.S.  Chamber  of  Commerce,  statement  and  attach- 
ments        407 

Xerox  Corp.,  Paul  Allaire,  statement  and  attachments 411 


SUPPLEMENTAL  AGREEMENTS  TO  THE 
NORTH  AMERICAN  FREE  TRADE  AGREEMENT 


THURSDAY,  MARCH  11,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Subcommittee  on  Trade, 

Washington,  DC. 
The  subcommittee  met,  pursuant  to  notice,  at  10:03  a.m.,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Sam  Gibbons  (chair- 
man of  the  subcommittee)  presiding. 

[The  press  release  announcing  the  hearing  follows:] 
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FOR  IMMEDIATE  RELEASE  SUBCOMMITTEE  ON  TRADE  #1 

THURSDAY,  FEBRUARY  25,  1993  COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-1721 

THE  HONORABLE  SAM  M.  GIBBONS  (D.,  FLA.),  CHAIRMAN, 

SUBCOMMITTEE  ON  TRADE,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES,  ANNOUNCES  A  PUBLIC  HEARING  ON 

SUPPLEMENTAL  AGREEMENTS  TO  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

The  Honorable  Sam  M.  Gibbons  (D. ,  Fla.),  Chairman  of  the  Subcommit- 
tee on  Trade,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
today  announced  that  the  Subcommittee  will  hold  a  hearing  on  the  supple- 
mental agreements  proposed  by  President  Clinton  to  the  North  American 
Free  Trade  Agreement  (NAFTA) .  The  hearing  will  be  held  on  Thursday, 
March  11,  1993,  in  the  main  Committee  hearing  room,  1100  Longworth  House 
Office  Building,  beginning  at  10:00  a.m. 

The  purpose  of  the  Subcommittee  hearing  is  to  receive  testimony  on 
the  three  supplemental  agreements  to  deal  with  environmental  and  labor 
concerns  and  possible  import  surges  that  President  Clinton  has  stated  are 
necessary  before  proceeding  with  the  NAFTA  implementing  legislation.   In 
particular,  the  Subcommittee  is  interested  in  receiving  views  on  the 
provisions  included  in  the  NAFTA  text  related  to  these  subjects,  on 
issues  which  should  be  addressed  in  the  negotiations,  and  on  specific 
proposals  for  inclusion  in  the  supplemental  agreements. 

The  U.S.  Trade  Representative,  Ambassador  Mic)cey  Kantor,  will  be  the 
leadoff  witness  on  behalf  of  the  Administration,  to  be  followed  by 
witnesses  from  the  private  sector. 

pgTAILS  rop  SVBMI?$I9N  9f  R£QVE?TS  TO  BE  HEARD: 

Requests  to  be  heard  must  be  made  by  telephone  to  Harriett  Lawler, 
Diane  Kirkland,  or  Karen  Ponzuric)c  [telephone  (202)  225-1721]  by  close  of 
business  Friday,  March  5,  1993.   The  telephone  request  should  be  followed 
by  a  formal  written  request  to  Janice  Mays,  Chief  Counsel  and  Staff 
Director,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
1102  Longworth  House  Office  Building,  Washington,  D.C.  20515.   The  Sub- 
committee staff  will  notify  by  telephone  those  scheduled  to  appear  as 
soon  as  possible  after  the  filing  deadline.   Any  questions  concerning  a 
scheduled  appearance  should  be  directed  to  the  Subcommittee  office 
[(202)  225-3943]. 

In  view  of  the  limited  time  available  to  hear  witnesses,  the  Subcom- 
mittee may  not  be  able  to  accommodate  all  requests  to  be  heard.   Those 
persons  and  organizations  not  scheduled  for  an  oral  appearance  are 
encouraged  to  submit  written  statements  for  the  record  of  the  hearing. 
All  persons  requesting  to  be  heard,  whether  they  are  scheduled  for  oral 
testimony  or  not,  will  be  notified  as  soon  as  possible  after  the  filing 
deadline. 


(MORE) 


witnesses  scheduled  to  present  oral  testimony  are  requested  to 
briefly  summarize  their  written  statements.   The  full  statement  will  be 
included  in  the  printed  record. 

In  order  to  assure  the  most  productive  use  of  the  limited  amount  of 
time  available  to  question  hearing  witnesses,  witnesses  scheduled  to 
appear  before  the  Subcommittee  are  required  to  submit  150  copies  of  their 
prepared  statement  to  the  Subcommittee  on  Trade  office,  room  1136  Long- 
worth  House  Office  Building,  at  least  24  hours  in  advance  of  their 
scheduled  appearance.   Failure  to  do  so  may  result  in  the  witness  being 
denied  the  opportunity  to  testify  in  person. 

WRITTEN  STATEMENTS  IN  LIEU  OF  PERSONAL  APPEARANCE: 

Any  interested  person  or  organization  may  file  written  comments  for 
inclusion  in  the  printed  record  of  the  hearing.   Persons  submitting 
written  comments  for  the  printed  record  should  submit  at  least  six  (61 
copies  of  their  comments  by  the  close  of  business  Monday,  April  5,  1993, 
to  Janice  Mays,  Chief  Counsel  and  Staff  Director,  Committee  on  Ways  and 
Means,  U.S.  House  of  Representatives,  1102  Longworth  House  Office 
Building,  Washington,  D.C.  20515.   If  those  filing  written  statements 
for  the  printed  record  of  the  hearing  wish  to  have  their  statements 
distributed  to  the  press  and  the  interested  public,  they  may  provide 
100  additional  copies  for  this  purpose  to  the  Subcommittee  office, 
room  1136  Longworth  House  Office  Building,  before  the  hearing  begins. 

FORMATTING  REOUIREMENTS ; 

Each  itatamant  prtMntad  (or  printin|  to  tha  Committaa  by  a  witnass,  any  writtan  ttatamant  or  aihibii  lubmiti 
for  tha  printad  racord  or  any  writtan  commanti  in  raiponsa  to  a  roquast  (or  writtan  commanti  must  conform  to  t 
(uideiinas  listad  balow.  Any  itatamant  or  ajthibit  not  in  cx>mplianca  with  thaaa  guidalinas  will  not  ba  printad.  but  will 
maintainad  in  tha  Committaa  filas  for  raviaw  and  uia  by  tha  Committaa. 


2.  Copiaa  of  whoia  docuffiant)  submittad  at  ajhibit  matarial  wil  not  ba  accaptad  for  printing  Inttaad,  aihibit 
matarial  ihould  ba  rafarancad  and  quotad  or  paraphraiad  Al  axhibit  matarial  not  maatinf  thaaa  ipacirKjiioni 
will  ba  maintainad  in  tha  Committaa  Tilas  (or  raviaw  and  uaa  by  tha  Committaa. 

3.  Statamants  must  contain  tha  nama  and  capacity  in  wttich  tha  wit  nan  wil  appaar  or,  (or  writtan  commantj,  the 
nama  and  capacity  o(  tha  parson  submitting  tha  statamant,  as  wall  as  any  cliants  or  parsons,  or  any  organiiation 
(or  whom  tha  witnass  appaars  or  for  whom 


4.  A  supplamantal  shaat  must  accompany  aach  statamant  listing  tha  nama,  full  sddrass,  a  talaphona  numbar  where 
tha  witnass  or  Iba  dasignatad  raprasantativa  may  ba  raachad  and  a  topical  outltna  or  summary  of  (ha  comment  > 
and  racommandations  in  tha  full  statamant.    This  supplamantal  shaat  will  not  ba  includad  in  tha  prinud  racord 

Tha  abova  rastrictions  and  limitations  apply  only  to  matarial  baing  submittad  for  printing.  Statamanii  ar>d  aihibiti 
or  supplamantary  matarial  submittad  sotaly  for  distribution  to  tha  Mambars,  tha  prass  and  tha  public  during  tha  courve  of 
a  public  haaring  may  ba  submittad  in  other  forms. 


Chairman  Gibbons.  The  meeting  will  come  to  order. 

I  am  glad  to  see  such  a  large  group  of  people  in  the  audience. 
It  signifies  the  importance  of  this  legislation  or  this  agreement.  I 
am  glad  to  welcome  Ambassador  Kantor  here,  our  new  Trade  Rep- 
resentative, for  his  first  appearance  in  public  before  this  commit- 
tee. 

Today,  the  Subcommittee  on  Trade  is  going  to  take  up  the  North 
American  Free  Trade  Agreement.  As  you  know,  the  administration 
has  said  that  it  wants  to  negotiate  some  supplemental  agreements 
to  this  agreement.  The  supplemental  agreements  are  to  deal  with 
the  environment,  with  some  of  labor's  concerns  about  worker  rights 
and  worker  protection,  and  the  subject  of  possible  import  surges 
caused  by  this  agreement. 

We  are  going  to  try  to  get  the  administration's  views  on  this 
agreement  and  the  supplemental  agreements  today,  and  we  are 
going  to  try  to  get  the  views  of  Members  of  Congress  and  also 
members  of  the  public  about  this  agreement  and  the  supplemental 
agreements. 

Ambassador  Kantor  is  our  first  witness.  Majority  Leader  Gep- 
hardt had  been  scheduled  to  be  the  second  witness  today,  but  he 
will  be  detained  and  will  come  at  2:30  this  afternoon. 

We  have  a  great  many  witnesses,  so  I  would  ask  witnesses  to 
please  summarize  their  statements  as  best  they  can,  to  try  to  keep 
their  statements  short  and  to  the  point,  and  we  will  try  to  do  the 
same  on  our  questions,  although  we  cannot  guarantee  that. 

We  have  so  many  witnesses  today,  I  want  to  signal  to  those  who 
are  far  down  on  the  witness  list  that  we  may  have  to  adjourn  with- 
out hearing  you  today  and  we  will  pick  you  up  later  as  soon  as  pos- 
sible and  hear  your  testimony. 

So  with  that  little  warning,  I  think  we  can  proceed.  Mr.  Crane, 
would  you  like  to  make  a  statement  before  we  proceed? 

Mr.  Crane.  Thank  you,  Mr.  Chairman. 

I  join  you  in  welcoming  Ambassador  Kantor  to  the  subcommittee. 
It  is  his  first  appearance  before  this  subcommittee  and  I  look  for- 
ward to  hearing  also  some  clarification  of  the  administration's 
goals  and  objectives  in  negotiating  trade  agreements,  and  finally 
implementing  the  North  American  Free  Trade  Agreement. 

The  completed  NAFTA  agreement  negotiated  by  our  distin- 
guished former  U.S.  Trade  Representative  Carla  Hills  is,  by  itself, 
an  historic  trade  accord  that  will  reinforce  market  principles  in  the 
region  and  ensure  continued  economic  expansion  for  the  United 
States  and  its  neighbors  to  the  north  and  south. 

Without  further  changes,  the  agreement  should  be  embraced 
wholeheartedly.  However,  we  recognize  that  some  special  interest 
groups  still  feel  that  NAFTA,  with  all  of  its  obvious  benefits,  does 
not  go  far  enough.  Worker  rights,  environmental  rights  and  import 
surges  are  the  three  deficient  areas  identified  by  President  Clinton. 

We  look  forward  to  hearing  your  assessment,  Ambassador 
Kantor,  of  what  further  progress  can  be  made  in  these  areas  be- 
yond that  realized  by  rising  economic  fortunes  in  all  three  coun- 
tries. Surely,  improvement  of  a  trade  pact  is  always  a  possibility. 
We  must  look  upon  these  side  agreements  as  an  opportunity  to  fur- 
ther expand  market  opportunities  and  improve  the  economic  envi- 
ronment in  which  workers  and  entrepreneurs  in  all  three  countries 


must  compete.  However,  we  must  guard  against  using  these  side 
negotiations  as  a  mechanism  for  imposing  new  protectionist  meas- 
ures and  procedural  roadblocks  that  could  undermine  the  market 
opening  achievements  of  the  current  text. 

Again,  I  want  to  welcome  you,  Mr.  Ambassador,  to  the  sub- 
committee and  I  look  forward  to  working  with  you  to  achieve  a  pre- 
eminent overall  agreement  and  assure  its  prompt  implementation. 

Thank  you. 

Chairman  GIBBONS.  Thank  you,  Mr.  Crane. 

Are  there  other  members  at  the  dais  here  who  would  like  to  have 
short  opening  statements? 

[No  response.] 

Chairman  GiBBONS.  Fine.  Ambassador  Kantor,  you  may  proceed. 
Rest  assured  that  you  and  all  other  witnesses  today  will  have  your 
full  statements  appear  in  the  record. 

STATEMENT  OF  HON.  MICHAEL  KANTOR,  U.S.  TRADE 
REPRESENTATIVE 

Ambassador  Kantor.  Thank  you  very  much,  Mr.  Chairman. 

I  will  adhere  to  the  chairman's  admonition  that  I  summarize  my 
statement  and  understand  that  the  full  statement  will  be  put  in 
the  record.  I  appreciate  that  and  I  welcome  the  opportunity  to  be 
here  today. 

I  also  note  that  we  had  a  fine  2-hour  private  session  in  discuss- 
ing the  NAFTA  with  the  full  committee,  in  which  I  appreciated  the 
opportunity  to  trade  notes  and  ideas  with  the  members  of  the  full 
committee,  Mr.  Chairman. 

In  the  President's  speech  at  American  University  on  February 
26,  he  laid  out  his  vision  of  economic  growth  in  America  based  on 
expanded  trade  and  market  opening:  competing  in,  not  retreating 
from,  the  global  economy.  This  administration's  economic  strategy 
begins  at  home  with  the  President's  economic  plan — increasing  in- 
vestment and  reducing  the  structural  budget  deficit.  But  it  goes  on 
to  include  NAFTA,  strengthened  by  the  supplemental  agree- 
ments— which  we  begin  negotiating,  by  the  way,  Mr.  Chairman,  on 
the  17th  of  this  month — and  a  completed  Uruguay  Round,  and  a 
far  more  balance  trading  relationship  with  Japan  and  China.  I 
know  that  is  not  the  subject  today,  but  I  know  in  the  future  we  will 
want  to  take  that  up,  Mr.  Chairman,  in  the  committee's  direction. 

Let  me  indicate  that  there  are  really  five  very  basic  principles  in 
the  President's  American  University  speech  that  are  extremely  im- 
portant, as  we  view  the  NAFTA  and  the  supplemental  agreements. 

One  is  that  trade  is  part  of  an  integrated  economic  policy  of  this 
administration.  Number  two,  this  administration  will  not  subordi- 
nate our  trade  or  economic  interests  to  our  foreign  policy  or  defense 
interests,  because  the  President  has  said  and  said  eloquently,  much 
more  eloquently  than  I  state  it,  that,  in  fact,  our  domestic  economic 
security  is  our  national  security,  Mr.  Chairman. 

Number  three,  the  President  will  insist  that  our  trading  part- 
ners' markets  are  comparably  open  to  our  own  markets.  We  will  al- 
ways attempt  to  open  markets  and  expand  trade.  That  is  in  every- 
one's interest.  Trade,  in  fact,  as  you  know,  Mr.  Chairman  and 
members  of  the  committee,  represents  about  $1  in  every  $4  in  our 
gross  domestic  economy,  about  $1.6  trillion  in  1992. 
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Fourth,  part  of  my  job  in  representing  this  administration  and 
working  with  the  Congress  and  representing  the  American  people 
is  to  enforce  the  law  and  to  enforce  our  treaty  obligations  and  the 
obligations  of  our  treaty  partners,  and  I  will  do  so. 

Fifth,  but  certainly  not  last,  this  President  has  asserted  that  this 
administration,  in  working  with  the  Congress,  will  assert  leader- 
ship in  global  growth.  He  calls  this  the  third  great  challenge  of  this 
century,  the  first  two  being  subsequent  to  the  First  and  Second 
World  Wars,  and  this  President  means  to  do  that,  Mr.  Chairman. 

As  you  know,  Mexico  is  our  fastest  growing  major  export  market, 
our  second-largest  market  for  manufactured  goods,  and  our  third- 
largest  market  for  agricultural  products.  In  fact,  our  merchandise 
exports  have  grown  from  1987  to  1992  in  Mexico  nearly  three 
times,  Mr.  Chairman,  during  that  period  of  time. 

The  NAFTA  will  open  still  greater  opportunities  for  U.S.  export- 
ers, by  eliminating  Nlexican  tariffs,  which  on  average  are  about  2V-z 
times  higher  than  our  own,  knocking  down  other  forms  of  Mexican 
trade  restrictions,  and  eliminating  discrimination  against  U.S.  pro- 
viders of  goods  and  services. 

During  the  campaign.  President  Clinton  concluded  that  while 
NAFTA  carried  with  it  the  potential  for  real  benefit  to  the  United 
States,  that  potential  could  be  fully  realized  only  through  signifi- 
cant additional  steps  to  enhance  environmental  quality  and  worker 
standards  throughout  North  America. 

On  March  17,  our  negotiators,  led  bv  Ambassador  Yerxa,  our 
former  Geneva  Ambassador  and  soon  to  become  the  chief  deputy  in 
the  USTR  office,  begin  the  process  of  negotiating  the  supplemental 
agreements  to  which  the  President  is  committed. 

We  will  not  reopen  the  NAFTA,  and  we  hope  to  see  it  enter  into 
effect  as  envisioned  in  the  agreement  on  January  1,  1994.  But  we 
will  pursue  the  supplemental  agreements  vigorously.  We  will  not 
sacrifice  substance  lor  speed,  and  we  will  not  ask  you  to  vote  on 
NAFTA  implementing  legislation  until  these  negotiations  result  in 
full  and  effective  agreements  with  benefits  that  you  can  assess. 
They  shall  be  concrete  and  meaningful. 

Through  the  supplemental  agreements  and  related  initiatives,  we 
seek  to  strengthen  NAFTA  in  five  ways: 

One,  border  cleanup:  We  will  work  with  Mexico  to  addresses  the 
serious  environmental  problems  at  the  border.  As  you  know,  the 
Mexican  Government  has  committed  certain  monies,  about  $450 
million  to  this,  and  we  need  to  look  at  novel  and  innovative  ways 
to  fund  our  side  of  the  effort  in  order  to  assure  that  border  cleanup 
takes  place. 

Two,  stronger  enforcement  of  national  laws:  Mexico  has  solid  leg- 
islation on  its  books  to  protect  the  environment  and  its  workers. 
Mexico's  environmental  laws,  regulations  and  standards  are  in 
many  respects  similar  to  those  in  the  United  States.  Its  com- 
prehensive general  ecology  law  and  other  laws,  including  the  guar- 
antee of  basic  worker  rights  and  worker  standards,  are  in  fact 
somewhat  similar,  if  not  parallel,  to  ours.  But  the  key,  of  course, 
is  enforcement  of  the  laws,  to  make  the  protections  on  the  books 
a  reality  for  those  who  live  and  work  and  do  business  in  Mexico. 

President  Salinas  has  taken  significant  steps,  but  much  more  re- 
mains to  be  done.  I  believe  that  we  might  use  the  negotiations  on 


these  supplemental  agreements  to  discuss  with  the  Mexican  Gov- 
ernment ways  to  strengthen  enforcement  of  their  laws.  These  ini- 
tiatives might  include  changes  in  the  administrative  and  judicial 
processes,  to  increase  access  of  citizens  and  non-governmental  orga- 
nizations. 

In  thinking  about  ways  to  improve  enforcement,  it  is  noteworthy 
that  all  NAFTA  parties  committed,  in  articles  1714-16  of  the 
NAFTA,  to  a  significant  set  of  principles  and  administrative  and 
judicial  procedures  for  the  domestic  enforcement  of  intellectual 
property  rights.  And  I  would  commend  that  to  the  committee  and 
its  staff  to  look  at,  and  I  am  sure  we  will  be  discussing  that  over 
the  next  few  weeks. 

Three,  North  American  commissions  on  environment  and  labor 
standards:  President  Clinton  is  committed  to  the  creation  of  these 
commissions.  This  is  the  most  challenging  assignment  facing  us  in 
the  negotiations,  but  I  believe  that  we  can  create  commissions  that 
break  new  ground  in  both  of  these  areas  and  contribute  to  en- 
hanced quality  and  improved  worker  standards  in  North  America, 
and  enhance  and  lift  environmental  quality  and  workers'  stand- 
ards, not  harmonize  down. 

Let  me  make  that  clear:  The  one  thing  we  will  not  do  is  reach 
supplemental  agreements  which,  in  fact,  lower  standards  in  this 
country  or  in  North  America.  We  want  to  raise  standards.  That  is 
in  our  economic  interest,  it  is  in  our  social  interest,  and  we  are 
committed  to  that.  And  we  will  not  come  back  to  this  Congress 
with  supplemental  agreements  that  do  not  achieve  that,  and  we 
also  will  not  come  back  with  supplemental  agreements,  Mr.  Crane, 
that  are  protectionist  in  nature.  We  want  to  open  trade,  we  want 
to  expand  our  opportunities,  but  we  want  to  do  it  in  a  way,  though, 
that  lifts  living  standards  all  over  North  America,  but  especially  in 
Mexico. 

We  envision  the  commissions  as  forums  for  discussing,  analyzing, 
accepting  petitions  regarding  environmental  and  labor  issues  on 
this  continent.  They  would  have  independent  expert  staffs  and  the 
authority  to  review  complaints  from  citizens  and  nongovernmental 
organizations  alike. 

They  will  be  able  to  request  information  from  environmental  and 
labor  enforcement  agencies  in  the  three  countries,  and  publicize  the 
request  and  any  failure  by  the  governments  to  comply  with  their 
decisions.  The  commissions  could  review  and  report  publicly  on  the 
enforcement  activities  of  the  relevant  government  agencies,  includ- 
ing the  implementation  of  NAFTA's  environmental  provisions. 

Our  goal  for  the  commissions  is  the  strongest  possible  improve- 
ments in  environmental  quality  and  worker  standards  throughout 
North  America.  At  the  same  time,  we  have  to  bear  in  mind  that 
the  powers  granted  to  the  commissions  will  apply  to  us,  as  well  as 
to  our  neighbors. 

On  worker  adjustment  and  retraining,  we  believe  that  NAFTA 
will  create  jobs  in  the  United  States  and  contribute  significantly  to 
economic  growth.  At  the  same  time,  we  recognize  that  the  agree- 
ment will  undoubtedly  cause  some  loss  of  jobs.  This  administration 
recognizes  that  to  those  who  lose  their  jobs,  it  is  cold  comfort  to 
know  that  others  are  benefiting  from  expanded  trade. 


We  are  committed  to  helping  those  who  lose  their  jobs  with  an 
effective  program  of  retrainmg  and  assistance.  This  is  a  priority  of 
the  President,  and  Secretary  Reich  is  taking  the  lead  in  fashioning 
a  comprehensive  program  to  deal  with  those  who  lose  their  jobs, 
whether  the  cause  is  this  trade  agreement,  defense  cutbacks,  or 
corporate  downsizing.  We  know  that  NAFTA  will  be  judged  in  part 
by  the  effectiveness  of  that  program,  as  it  should  be. 

Import  surges  is  the  next  area  we  are  going  to  look  at.  We  are 
not  looking  to  change  the  mechanisms  in  NAFTA,  sections  801  and 
802,  most  notably,  but,  rather,  want  to  insure  that  these  provisions 
can  be  effectively  and  fairly  used  for  all  sectors. 

I  know  that  there  are  concerns  in  certain  industries  about  wheth- 
er NAFTA's  provisions  could  result  in  an  import  surge,  and  I  want 
to  address  these  concerns.  At  the  same  time,  we  should  remember 
that  our  exports  are  a  much  greater  share  of  the  Mexican  and  Ca- 
nadian domestic  markets  than  are  their  exports  in  our  much  larger 
economy.  So  any  new  measures  we  press  for  may  be  likely  to  be 
used  against  U.S.  exports,  as  we  could  use  them  in  another  cir- 
cumstance. As  with  labor  standards  and  environment,  I  will  be 
looking  to  you  and  the  private  sector  for  guidance  in  these  matters. 

I  want  to  assure  the  subcommittee  that  I  am  well  aware  of  the 
concerns  that  many  here  in  Congress  and  around  the  country  have 
about  the  NAFTA.  I  believe  the  depth  of  the  concern  reflects,  in 
part,  doubts  about  our  economic  strength  that  grew  understandably 
during  a  long  period  when  our  Government  did  not  address  our 
fundamental  economic  problems. 

But  we  are  beginning  to  attack  those  problems  now  under  the 
leadership  of  President  Clinton.  In  conjunction  with  the  President's 
economic  package,  I  believe  that  NAFTA,  if  strengthened  by  the 
supplemental  agreements,  will  come  to  be  seen  as  a  positive  step 
for  our  Nation,  and  an  historic  step  for  the  North  American  Con- 
tinent. 

Mr.  Chairman,  if  I  could  have  the  indulgence  of  the  Chair,  I 
would  like  to  introduce  part  of  the  new  team  we  have  brought  to- 
gether at  USTR  here  with  us  today.  Let  me  introduce  Ambassador 
Rufus  Yerxa,  who  up  to  now  has  been  our  Geneva  Ambassador  and 
who  has  come  home  to  help  us  here;  Tom  Nides,  who  I  think  all 
of  you  know,  who  is  going  to  head  private,  intergovernmental,  and 
congressional  relations;  Nancy  LeaMond,  who  will  head  govern- 
mental relations  and  congressional  relations,  and  all  of  you  I  think 
now  Nancy;  Ira  Shapiro,  our  new  general  counsel  or  acting  general 
counsel,  I  trust  will  be  our  new  general  counsel;  and  Anne  Luzzatto 
and  Diane  Wildman,  heading  our  public  relations  operation. 

This  is  a  new  team,  but  working  with  I  think  the  finest  public 
servants  in  this  Government.  Those  are  the  professional  staff  of 
USTR  who  I  think  have  done  a  magnificent  job  over  the  years  and 
deserve  great  credit  for  a  lot  of  good  things  that  have  happened 
over  the  last  few  years. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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Mr.    Chairman,    I  welcome  the  opportunity  to  appeeu: 
before  the   International   Trade   Subcommittee  today  to  discuss  the 
North  American  Free  Trade  Agreement    (NAFTA)    and  President 
Clinton's  plan  to  strengthen  the  NAFTA  through  supplemental 
agreements  on  worker   standards,    the  environment  and   import 
surges. 

In  his  speech  at  the  American  University  on  February 
26,      President  Clinton  laid  out  his  vision  of  economic  groirth  in 
America  based  on  expanded  trade  and  market  opening:      competing 
in,    not  retreating  from,    the  global  economy.     This 
Administration's  economic  strategy  begins  at  home  with  the 
President's  economic  plan — increasing  investment,    reducing  the 
budget  deficit.      But   it  goes   on  to   include  NAFTA,    strengthened  by 
the  supplemental  agreements,    a  completed  Uruguay  Round,    and  far 
more  balanced  trading  relationships  with  Japan  and  China. 

Let  me  summarize  why  the  President  believes  that  NAFTA, 
if  strengthened  through  these  supplemental  agreements,    can  help 
promote  economic  growth   in  the  United  States. 

In  this  global  economy,   where  capital  and  production 
are  mobile,    we  face  the  challenge  of  creating  high-wage  and  high- 
skill   jobs  here  in  the  United  States.      We  have  already  begun  to 
see  the  benefits  that  the  United  States  can  gain  as  Mexico  opens 
its  markets.      Our  merchandise  exports  have  grown  from  about  $14.6 
billion   in   1987  to   $40.6   billion   in   1992.      This  export  growth  has 
reversed  what  was  a   $6   billion  trade  deficit  in   1987   and  turned 
it  into  a  trade  surplus  of  nearly  $6  billion  last  yeeur.      These 
increased  exports  have   come   from  every  region   in  the  United 
States.      Mexico  is  one   of   the  top  ten  overseas  markets   for   38 
states,    and   20   states   each   shipped  roughly  $250  million  or  more 
to  Mexico  in  1991. 

Mexico  is  our   fastest  growing  major  export  market,    our 
second-largest  market  for  manufactured  goods,    and  our  third- 
largest  market   for  agricultural   products.      Seventy  percent  of 
Mexico's   imports  come   from  the  U.S.,    and  Mexicans   already  consume 
more  U.S.    goods  per  person  than  either  the  Europeans  or  the 
Japanese.      The  NAFTA  will  open  still  greater  opportvinites  for 
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U.S.  exporters  by  eliminating  Mexican  tariffs  (which  average  two 
and  one-half  times  as  high  as  U.S.  duties),  knocking  down  other 
forms  of  Mexican  trade  restrictions,  and  eliminating 
discrimination  against  U.S.  providers  of  goods  and  services. 

Today,  more  than  600,000  Americans  owe  their  jobs  to 
our  exports  to  Mexico.   This  number  is  estimated  to  increase  to 
more  than  1  million  by  1995  with  NAFTA.   We  know  that  U.S. 
workers  in  export-related  jobs  earn  17%  more  per  hour  than  the 
average  American  wage.   This  agreement  will  be  of  particular 
benefit  to  small  and  medium-sized  companies  that  are  experiencing 
the  fastest  export  growth.   Unlike  big  companies,  small  and  mid- 
sized firms  do  not  have  the  resources  to  locate  around  high  trade 
barriers.   With  trade  barriers  removed,  U.S.  firms  will  not  have 
to  move  to  Mexico  to  sell  to  Mexico. 

I  have  emphasized,  in  a  very  abbreviated  way,  some  of 
the  potential  economic  benefits  to  the  United  States.   But 
obviously,  economic  growth  will  not  only  make  Mexico  a  better 
customer,  but  a  stronger  and  more  stable  neighbor.   The  success 
of  President  Salinas'  reforms  is  very  much  in  his  country's 
interest,  but  it  is  also,  very  much,  in  ours. 

During  the  campaign.  President  Clinton  concluded  that 
while  NAFTA  carried  with  it  the  potential  for  real  benefit  to  the 
U.S.,  that  potential  could  be  fully  realized  only  through 
significant  additional  steps  to  enhance  environmental  quality  and 
worker  standeurds  throughout  North  America.   On  March  17,  our 
negotiators,  led  by  Ambassador  Yerxa,  begin  the  process  of 
negotiating  the  supplemental  agreements  to  which  the  President  is 
committed.   We  will  not  re-open  the  NAFTA,  and  we  hope  to  see  it 
enter  into  effect,  as  envisioned  in  the  agreement,  on  January  1, 
1994.   But  we  will  pursue  these  supplemental  agreements 
vigorously,  we  will  not  sacrifice  substance  for  speed,  and  we 
will  not  ask  you  to  vote  on  NAFTA  implementing  legislation  until 
these  negotiations  result  in  full  and  effective  agreements,  with 
benefits  that  you  can  assess. 

Through  the  supplemental  agreements  and  related 
initiatives,  we  seek  to  strengthen  NAFTA  in  five  ways: 

1.   Border  Cleanup.   We  will  work  with  Mexico  to 
address  the  serious  environmental  problems  at  the  border.   The 
NAFTA  process  has  produced  an  intense  focus  on  the  depth  of  the 
problem  and  an  unprecedented  degree  of  cooperation  in  attacking 
it.   As  President  Salinas  told  President  Clinton  when  they  met  in 
January,  Mexico  has  dedicated  $450  million  over  three  years  to 
invest  in  environmental  projects  in  Mexican  border  cities.   The 
joint  U.S. -Mexico  Border  Plan,  which  was  formulated  in  the  period 
leading  up  to  the  NAFTA  negotiations,  set  up  a  number  of  working 
groups  and  projects  —  including  cooperation  on  enforcement  —  to 
deal  with  border  problems.   Plainly,  this  must  be  a  sustained 
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effort,  and  it  will  be  costly.   USTR  and  the  other  agencies  are 
studying  the  various  options  for  funding  critical  border 
activities. 


2.  Stronger  enforcement  of  national  lavs.   Mexico  has 
solid  legislation  on  its  books  to  protect  the  environment  and  its 
workers.   Mexico's  environmental  laws,  regulations  and  standards 
are  in  many  respects  similar  to  those  in  the  United  States.   Its 
comprehensive  General  Ecology  law  embodies  principles  similar  to 
ours,  and  the  regulations  and  technical  standards  implementing 
this  law  take  an  approach  comparable  to  ours.  The  Mexican 
Constitution  and  subsequent  legislation  guarantees  basic  worker 
rights,  such  as  the  right  of  association  and  the  right  to  strike, 
prohibits  forced  labor,  and  regulates  the  working  activities  of 
children.   Mexico  also  has  detailed  laws  and  regulations 
governing  occupational  safety  and  health. 

The  issue,  of  course,  is  enforcement  of  the  laws,  to 
make  the  protections  on  the  books  a  reality  for  those  who  live 
and  work  and  do  business  in  Mexico.    President  Salinas  has  taken 
significant  steps,  but  much  more  remains  to  be  done.   I  believe 
that  we  might  use  the  negotiations  on  these  suj^lemental 
agreements  to  discuss  with  the  Mexican  government  ways  to 
strengthen  the  enforcement  of  their  laws.   These  initiatives 
might  include  changes  in  the  administrative  and  judicial 
processes  to  increase  access  of  citizens  and  non-governmental 
organizations. 

In  thinking  about  ways  to  Improve  enforcement,  it  is 
noteworthy  that  all  NAFTA  parties  committed,  in  Articles  1714-16 
of  the  NAFTA,  to  a  significant  set  of  principles  and 
administrative  and  judicial  procedvires  for  the  domestic 
enforcement  of  intellectual  property  rights.  We  will  review 
these  provisions  to  assess  their  applicability  for  environmental 
and  labor  issues.   Procedures  like  these  to  promote  due  process, 
judicial  review,  and  citizen  access  to  judicial  and 
administrative  bodies  can  contribute  to  improved  enforcement  of 
the  law,  as  well  as  increased  public  confidence  in  the  law. 

3.  North  American  Commissions  on  environment  and  labor 
standards.   President  Clinton  is  committed  to  the  creation  of  two 
tri-national  commissions  —  one  on  the  environment,  and  one  on 
worker  standards.   This  is  one  of  the  most  challenging 
assignments  facing  us  in  the  negotiations,  but  I  believe  that  we 
can  create  commissions  that  bre2Jc  new  groxind  in  both  these  areas, 
and  contribute  to  enhanced  quality  and  improved  worker  standards 
in  North  America. 

We  envision  the  commissions  as  forums  for  discussing 
and  analyzing  environmental  and  labor  issues  on  this  continent. 
They  would  have  independent,  expert  staffs  and  the  authority  to 
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review  complaints  from  citizens  and  non-governmental 
organizations.   They  would  be  able  to  rec[uest  information  from 
environmental  and  labor  enforcement  agencies  in  the  three 
countries,  and  publicize  the  request  and  any  failure  by  the 
governments  to  comply.    The  commissions  could  review  and  report 
publicly  on  the  enforcement  activities  of  the  relevant  government 
agencies,  including  the  implementation  of  NAFTA's  environmental 
provisions. 

Our  goal  for  the  Commissions  is  the  strongest  possible 
improvements  in  environmental  quality  and  worker  standards 
throughout  North  America.   At  the  same  time,  we  have  to  bear  in 
mind  that  the  powers  granted  to  the  Commissions  will  apply  to  us 
as  well  as  to  our  neighbors.   The  challenge  is  to  create  bodies 
which  respect  national  sovereignty  while  accomplishing  things 
that  none  of  the  nations  in  North  America  can  do  alone.   From  my 
consultations  with  this  committee  and  others  in  Congress,  I  am 
acutely  conscious  of  the  depth  of  your  concern  that  these 
Commissions  have  the  requisite  authority  to  aaXe  a  real 
difference,  and  I  expect  the  supplemental  agreements  will  be 
judged  accordingly. 

4.  Worker  Ad-^ustment  and  Retraining.  We  believe  that 
NAFTA  will  create  jobs  in  the  United  States  and  contribute 
significantly  to  economic  growth.   At  the  same  time,  we  recognize 
that  the  agreement  will  undoubtedly  cause  some  loss  of  jobs. 
This  Administration  recognizes  that  to  those  *rtio  lose  their  jobs, 
it  is  cold  comfort  to  know  that  others  are  benefitting  from 
expanded  trade.   We  are  committed  to  helping  those  who  lose  their 
jobs  with  an  effective  program  of  retraining  and  assistance. 
This  is  a  priority  of  the  President,  and  Secretary  Reich  is 
taking  the  lead  in  fashioning  a  comprehensive  program  to  deal 
with  those  who  lose  their  jobs,  whether  the  cause  is  this  trade 
agreement,  defense  cutbacks,  or  corporate  downsizing.   We  know 
that  NAFTA  will  be  judged  in  part  by  the  effectiveness  of  that 
program,  and  it  should  be. 

5.  Import  surges.   In  the  area  of  import  surges,  we 
are  not  looking  to  change  the  mechanisms  in  NAFTA,  but  rather 
want  to  ensure  that  these  provisions  can  be  effectively  and 
fairly  used  for  all  sectors.   I  know  that  there  are  concerns  in 
certain  industries  about  whether  NAFTA's  provisions  could  result 
in  an  import  surge,  and  I  want  to  address  those  concerns.   At  the 
same  time,  we  should  remember  that  our  exports  are   a  much  greater 
share  of  the  Mexican  and  Canadian  domestic  markets  than  are  their 
exports  in  our  much  larger  economy.   So  any  new  measures  we  press 
for  may  be  more  likely  used  against  U.S.  exports.   As  with  labor 
standards  and  the  environment,  I  will  be  looking  to  you  and  the 
private  sector  for  guidance  on  these  matters. 

In  conclusion,  I  want  to  assure  the  subcommittee  that  I 
am  well  awaure  of  the  concerns  that  many  here  in  Congress,  and 
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around  the  country,  have  about  NAFTA.   I  believe  that  the  depth 
of  the  concern  reflects,  in  part,  doubts  about  our  economic 
strength  that  grew  understandably  during  a  long  period  when  our 
government  did  not  address  our  fundamental  economic  problems. 
But  we  are  beginning  to  attack  those  problems  now.   In 
conjunction  with  the  President's  economic  package,  I  believe  that 
NAFTA,  if  strengthened  by  the  supplemental  agreements,  will  come 
to  be  seen  as  a  positive  step  for  our  nation,  and  an  historic 
step  for  the  North  American  continent. 
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Chairman  Gibbons.  Thank  you,  Mr.  Kantor. 

We  also  welcome  the  new  staff  with  you.  They  have  a  great  tradi- 
tion to  follow  and  I  am  sure  they  will  be  able  to  do  it  and  do  great 
justice  to  their  responsibilities. 

Mr.  Crane,  would  you  like  to  inquire? 

Mr.  Crane.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  a  number  of  members  as  well  as  interest 
groups  in  this  country  have  proposed  new  conditions  and  criteria 
for  renewal  of  trade  negotiating  authority  and  they  kind  of  cover 
the  waterfront,  and  environment  certainly  is  one  of  them. 

Some  have  expressed  an  interest  in  using  fast-track  renewal  as 
a  vehicle  for  other  legislation,  such  as  Super  301,  trade  agreement 
compliance  provisions,  including  truck  tariffs  and  so  forth.  Does  the 
administration  support  such  riders  and  conditions,  and,  if  so,  what 
will  be  the  criteria  for  determining  the  appropriateness  of  such  ad- 
ditions? 

Ambassador  Kantor.  On  Tuesday,  I  appeared  before  the  Senate 
Finance  Committee,  Mr.  Crane,  and  we  discussed  this,  as  well, 
with  Senator  Baucus  and  others. 

The  President  supported  the  imposition  of  a  new  Super  301  dur- 
ing the  campaign  and  supports  it  now.  I  have  looked  at  the  Trade 
Agreement  Compliance  Act  and  believe  it  would  significantly  help 
and  enhance  our  ability  to  enforce  trade  agreements  which,  frank- 
ly, Mr.  Crane,  have  not  been  as  strictly  as  enforced  as  they  might 
have  been  in  the  past. 

This  is  no  criticism  of  anyone.  I  think  for  too  long  our  trade  pol- 
icy was  driven  by  defense  and  foreign  policy  concerns,  which,  of 
course,  are  not  the  same  as  they  were  just  three  or  four  years  ago. 
The  world  has  changed  significantly  in  the  last  three  or  four  years. 

I  think  there  are  some  discussions  that  need  to  take  place  with 
this  subcommittee,  with  the  full  committee,  with  the  other  body  in 
terms  of  fashioning  a  fast-track  renewal,  especially  with  regards  to 
the  Uruguay  Round  which  the  President  has  called  for,  and  during 
those  discussions  I  am  sure  we  will  deal  with  not  only  Super  301 
and  the  Trade  Agreements  Compliance  Act,  but  other  concerns. 

We  would  obviously,  like  any  administration,  I  think,  like  to  keep 
the  number,  as  you  call  it,  of  riders  to  a  minimum.  But  let  me 
make  it  clear  that  the  President  supports  Super  301,  and  we  are 
impressed  by  the  Trade  Agreements  Compliance  Act.  Whether  or 
not  it  is  appropriate  to  connect  them  to  fast-track  renewal  is  a  dis- 
cussion I  think  we  all  ought  to  have. 

I  would  hope  we  could  come  to  a  bipartisan  conclusion,  all  agree 
on  what  should  be  in  the  fast-track  renewal  and  also  in  terms  of 
the  link  of  that  renewal  and  go  forward  and  resist  other  amend- 
ments. 

Mr.  Crane.  Thank  you,  Mr.  Ambassador. 

In  your  text,  another  question  that  has  been  circulating  on  the 
Hill  deals  with  any  potential  compromise  of  sovereignty  through 
the  creation  of  the  tri-national  commissions,  and  you  state  "the 
challenge  is  to  create  bodies  which  respect  national  sovereignty, 
while  accomplishing  things  that  none  of  the  nations  in  North 
America  can  do  alone."  Could  you  elaborate  on  the  second  half  of 
the  sentence? 
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Ambassador  Kantor.  Yes.  The  fact  is  that  environmental  prob- 
lems especially  are  transnational  in  character.  The  environment 
knows  no  borders.  All  you  have  to  do  is  travel  to  South  Texas  or 
to  San  Diego  in  my  home  State  and  understand  exactly  what  hap- 
pens when  you  don't  have  some  sort  of  bilateral  or  multilateral 
agreement  to  deal  with  environmental  concerns. 

While  we  are  very  sensitive,  and  should  be,  to  sovereignty,  not 
just  because  the  Canadian  or  Mexican  Governments  are  concerned, 
we  should  be  concerned,  as  well,  and  the  exercise  of  supranational 
powers  by  a  international  body,  we  also  have  to  recognize  that  we 
need  to  fashion  supplemental  agreements  creating  an  environ- 
mental commission,  as  well  as  a  worker  standards  commission  that 
can  address  these  issues  on  a  multilateral  basis. 

Now,  you  may  say  that  is  a  fine  line  to  walk,  and  I  think  it  is. 
But  I  think  we  can  do  it.  I  think  we  have  to.  We  have  to  have  con- 
crete and  meaningful  agreements,  setting  up  these  commissions 
with  the  proper  powers  and  ability  to  gather  information,  accept 
petitions,  review  concerns,  deal  with  the  three  governments  in 
question  or  at  any  particular  time  maybe  one  or  two  or  three  gov- 
ernments, and  try  to  get  action  on  these  situations. 

What  we  don't  want  to  do,  of  course,  is  have  an  international 
body  over  which  we  have  no  control  trying  to  go  into,  for  instance, 
the  State  of  California  and  enforce  California  laws.  There  is  a  wide 
latitude,  I  believe,  Mr.  Crane,  in  that  to  set  up  an  effective  commis- 
sion in  each  of  these  areas,  as  well  as  to  safeguard  against  a  surge 
situation  and  to  address  these  problems  in  a  meaningful  way,  and 
that  is  what  we  are  going  to  attempt  to  do  in  these  negotiations. 

Mr.  Crane.  I  never  thought  of  it  until  you  were  commenting  on 
some  of  these  things  that  cross  national  boundaries,  but  what  is 
the  capability  of  redressing  a  grievance  in  the  event  of — well,  to 
create  a  parallel,  a  Chernobyl  which  is  polluting  nations  across  the 
borders,  contaminating  them  profoundly,  and  what  traditionally 
was  the  way  to  redress  that  kind  of  a  grievance,  one  nation  vis-a- 
vis another? 

Ambassador  Kantor.  I  think  there  are  two  or  three  ways,  and 
Chernobyl  would  just  be — I  know  you  are  using  that  as  an  exam- 
ple. We  have  right  on  our  own  border  I  think  some  examples  right 
now  that  we  could  talk  about,  and  I  appreciate  your  concern. 

One  way,  of  course,  is  accepting  petitions  from  either  private  par- 
ties and  nongovernmental  organizations  or  from  governmental  or- 
ganizations at  the  commission,  allowing  the  commission  then  to  in- 
vestigate, review,  gather  information,  demand  documentation,  come 
to  a  conclusion  and  then  demanding  action  on  the  part  of  the  gov- 
ernment in  question — this  will  make  a  big  difference. 

We  found  that  these  international  bodies'  accountability  and  ex- 
posure make  a  big  difference.  Now,  the  question  becomes  how  to 
put  teeth  into  this.  That  makes  a  difference,  and  we  are  working 
on  that  right  now  and  we  will  continue  to  work  with  you,  members 
of  this  committee,  members  of  the  full  committee  and  the  other 
body  in  order  to  try  to  address  that.  But  what  we  do  not  want  to 
do  is  step  over  that  very  delicate  line  of  sovereignty  in  exercising 
supranational  powers. 

Let  me  just  indicate  that  in  the  NAFTA  itself,  under  chapter  20, 
of  course,  there  is  a  dispute  resolution  mechanism.  It  is  not  con- 
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nected  in  any  way  right  now  to  these  supplemental  agreements  or 
to  these  commissions,  but  it  is  there  and  can  be  utilized,  of  course, 
for  trade  problems. 

Mr.  Crane.  You  made  a  reference  to  Japan,  Mr.  Ambassador, 
and  the  Chairman  and  I  were  original  cosponsors  of  the  Free  Trade 
Agreement  with  Japan.  Has  your  office  or  this  administration  con- 
templated attempting  to  pursue  that?  Actually,  our  proposals  are 
not  confined  to  Japan,  because  we  have  another  one  with  all  of  the 
Pacific  Rim  countries,  and  in  that  context,  Taiwan,  which  is  our 
sixth  largest  trading  partner.  As  a  customs  territory,  could  we  con- 
ceivably pursue  a  free  trade  agreement  with  Taiwan?  Secondly, 
what  is  Taiwan's  status  on  admission  into  the  GATT? 

Ambassador  Kantor.  Let  me  take  your  first  question.  It  should 
not  go  unnoted  that  we  are  the  chair  this  year  at  USTR  with  the 
responsibility  of  the  Asia-Pacific  Economic  Cooperation  Forum. 

Prime  Minister  Keating  of  Australia  has  made  a  very  interesting 
speech  in  the  last  few  months  regarding  putting  a  framework 
around  that,  in  order  to  begin  to  address  the  very  critical  trading 
relationship  between  this  country  and,  of  course,  our  Asian  trading 
partners.  It  is  the  fastest  growing  economic  market  in  the  world. 
That  includes  China,  by  the  way,  is  included  in  the  Asia-Pacific 
Economic  Cooperation  Forum.  I  think  it  has  some  potential  for  us 
to  address  just  the  issue  you  are  talking  about. 

Let  me  parenthetically  say  about  Japan,  I  know  it  is  not  the  sub- 
ject of  this  hearing  and  it  would,  frankly,  Mr.  Chairman,  be  a  hear- 
ing in  and  of  itself,  if  not  longer  than  1  day. 

Chairman  Gibbons.  I  hope  we  could  limit  that  discussion. 

Ambassador  Kantor.  We  have  a  number  of  concerns  and  I  think 
we  are  a  long  way  away  from  a  free  trade  relationship  with  Japan 
at  this  time.  Whether  you  look  at  auto  and  auto  parts  or  semi- 
conductors or  Government  procurement  or  computers  or  super  com- 
puters or  agriculture,  we  are  not  exactly  in  a  situation,  let  me  say, 
where  their  markets  are  comparably  open  to  our  markets. 

Mr.  Crane.  All  I  was  curious  about  was  whether  the  administra- 
tion would  look  with  disfavor  at  some  future  date  upon  it. 

Ambassador  Kantor.  We  would  look  with  great  favor  on  an  im- 
proved market  opening  and  market  access  provisions  with  Japan 
and  Japan  adhering  to  the  agreements  we  have  already  reached. 
We  would  look  with  great  favor  upon  that. 

Mr.  Crane.  There  are  some  of  those  Pacific  Rim  countries  that 
are  more  free  trade  than  we  are  in  some  sectors,  but  I  would  hope 
that  the  administration  might  consider  that  after  we  get  NAFTA 
behind  us. 

Ambassador  Kantor.  Let  me  not  avoid  your  second  question  on 
Taiwan.  We  have  started  discussions  with  Taiwan  in  developing 
their  GATT  accession  protocol. 

Mr.  Crane.  Very  good.  Thank  you,  Mr.  Ambassador. 

Chairman  Gibbons.  Mr.  Matsui. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman. 

I  would  like  to  thank  and  commend  you,  Mr.  Chairman,  for  hold- 
ing these  hearings  this  early  in  this  process.  We  appreciate  it  very 
much,  because  obviously,  NAFTA  is  a  matter  of  great  import  to 
this  country,  to  the  countries  that  border  us,  and  certainly  to  the 
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members  of  this  committee  and  all  Members  of  the  House  and  Sen- 
ate. 

Before  I  begin  my  observations  and  questioning  of  the  Special 
Trade  Representative,  I  would  like  to  ask  permission  to  insert  for 
the  record  a  statement  by  Representative  Poshard  from  the  State 
of  Illinois  regarding  com  brooms,  if  that  is  permissible. 

Chairman  Gibbons.  Without  objection. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman. 

[The  statement  of  Mr.  Poshard  follows:] 

Statement  of  Hon.  Glenn  Poshard,  A  Representative  In  Congress  From  the 
State  of  Illinois 

I  want  to  take  this  opportunity  to  call  attention  to  a  particular  American  industry 
which  stands  to  be  negatively  affected  by  the  North  American  Free  Trade  Agree- 
ment as  it  is  presently  constructed,  an  industry  which  makes  a  good  case  for  being 
considered  for  a  supplemental  agreement  to  the  NAFTA. 

The  broomcom  broom  industry  employs  thousands  of  people  in  California,  Ten- 
nessee, Arkansas,  Illinois  and  other  states  across  this  nation.  It  is  a  labor-intensive 
industry  which  in  many  cases  provides  the  central  economic  resource  to  the  small 
communities  where  they  tend  to  be  located.  It  is  highly  skilled  work,  and  is  unique 
in  that  it  employs  a  good  many  visually  impaired  people  in  well  paying  jobs. 

The  broomcom  broom  industry  is  extremely  concerned  about  how  it  would  com- 
pete under  the  proposed  tariff  schedule  in  the  North  American  Free  Trade  Agree- 
ment. The  industry  is  concerned  that  both  a  short  phaseout  period  and  a  front-load- 
ed tariff  reduction  schedule  will  render  it  unable  to  compete  against  international 
competitors,  especially  if  it  is  to  provide  American  workers  with  good  salaries,  bene- 
fits and  a  safe  work  environment. 

Because  this  industry  is  such  an  important  domestic  resource,  I  strongly  suggest 
that  we  pursue  a  supplemental  agreement  to  the  North  American  Free  Trade  Agree- 
ment for  the  broomcom  broom  industry. 

Thank  you. 

Mr.  Matsui.  I  would  like  to  thank  you  and  your  staff,  Mr.  Am- 
bassador, for  being  here  today,  and  certainly  I  want  to  commend 
the  President  for  his  very  fine  selection  of  you  as  our  new  U.S. 
Trade  Representative. 

I  would  like  to  make  just  a  couple  observations,  if  I  may.  There 
is  no  question  that  trade  with  Mexico  and  with  Canada  is  in  our 
long-term  interest.  The  statistics  speak  for  themselves.  In  1986, 
U.S.  exports  to  Mexico  were  $12  billion  per  year.  In  1992,  last  year, 
they  were  up  to  $44  billion.  In  terms  of  job  creation,  in  1986, 
274,000  U.S.  jobs  were  supported  by  exports  to  Mexico  alone.  In 
1991,  the  number  had  increased  to  611,000  jobs.  It  is  obvious  that 
our  trade  balance  is  improving  with  Mexico,  and  there  is  no  ques- 
tion that  lowering  tariffs  over  a  period  of  time  will  be  in  the  inter- 
est of  this  country,  and  certainly  in  the  interest  of  the  entire  North 
American  Continent. 

I  have  to  also  say  that  in  terms  of  the  long-term  social  impact 
for  this  country  and  Mexico,  NAFTA  would  be  very,  very  positive, 
given  the  immigration  issue  in  California  and  some  of  the  border 
States.  We  undoubtedly  have  to  assist  our  neighbors  in  helping 
them  upgrade  their  economy  and  upgrading  many  of  their  environ- 
mental and  worker  training  areas. 

I  will  say,  however,  that  over  the  last  5  or  6  months,  ever  since 
former  President  Bush  completed  the  agreement  with  Canada  and 
Mexico,  I  and  my  colleagues  have  heard  a  lot  from  labor  and  my 
environmentalists.  They  raise  some  very,  very  serious  concerns 
that  obviously  must  be  addressed. 
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But  apparently  the  business  community  thinks  that  NAFTA  is  a 
lead  pipe  cinch,  and  I  have  to  tell  you  that  my  reading  on  the  floor 
of  the  House  at  this  time  is  that  the  votes  are  not  there  for  the  ap- 
proval of  NAFTA,  even  if  you,  Mr.  Ambassador,  got  the  very  best 
case  scenario  in  terms  of  environmental  issues  and  worker  retrain- 
ing and  safety  issues. 

In  fact,  I  even  question  whether  or  not  we  will  have  the  ability 
to  pass  NAFTA  at  any  time  in  the  future,  unless  there  is  a  greater 
grassroots  interest  by  those  most  positively  affected  by  this  agree- 
ment. In  my  home  district,  for  example,  even  though  I  represent 
the  State  capital  where  the  Chamber  of  Commerce  and  others  are 
located,  I  have  had  to  specifically  elicit  from  them  whether  or  not 
they  have  any  concerns  or  interests  regarding  NAFTA.  I  know 
many  of  my  colleagues  on  the  floor  have  said  the  exact  same  thing. 

So  the  dynamics  of  this  issue  are  such  that  NAFTA  may  fail  be- 
cause of  a  lack  of  interest  from  those  that  might  most  positively 
benefit  from  it. 

I  want  to  make  a  third  observation,  if  I  may.  One  of  the  real 
problems  with  the  NAFTA  agreement,  unlike  the  Canadian  agree- 
ment which  we  entered  into  years  ago,  is  the  fact  that  there  is  dis- 
parity between  Mexico  and  the  United  States  in  terms  of  our  eco- 
nomic progress,  and  in  terms  of  certain  social  issues,  and  that  is 
why  we  are  pursuing  environmental  and  v/orker  safety  issues.  As 
you  know,  we  are  trying  to  maintain  a  speedy  overall  negotiation 
process  by  currently  attempting  to  formulate  some  type  of  multi- 
national commission. 

Most  countries  that  border  each  other  and  trade  together  do  so 
without  a  national  commission.  By  having  free  commerce,  there  is 
no  question  that  as  nations  improve  their  economy,  environmental 
standards  are  developed  and  increased  and  worker  safety  stand- 
ards automatically  improve  over  a  period  of  time.  The  best  example 
of  this  is  to  look  at  the  United  States  in  the  1880's  before  the  in- 
dustrial revolution  and  compare  it  in  the  1920's.  You  could  see  the 
increased  standards,  increased  environmental  concerns,  and  more 
worker  protections. 

That  is  what  it  is  really  going  to  take  for  Mexico,  as  well.  This 
progress  is  something  that  multinational  commissions  cannot  have 
any  effect  over,  essentially.  It  is  going  to  happen  naturally.  Never- 
theless, we  do  have  an  obligation  to  attempt  everything  we  can  to 
accelerate  the  process  because  of  the  inevitable  effects  felt  here  at 
home  due  to  Mexico's  proximity,  of  freeing  up  of  commerce  as  an- 
ticipated under  NAFTA. 

My  only  concern  in  your  pursuit  of  this,  Mr.  Ambassador,  is  that 
while  we  try  to  achieve  our  goals,  we  do  not  give  up  our  sov- 
ereignty, just  as  I  am  sure  the  Mexicans  and  the  Canadians  do  not 
want  to,  either. 

A  perfect  example  of  why  we  must  be  careful  exists  in  California. 
In  California,  we  have  more  stringent  air  quality  standards  than 
the  United  States  as  a  whole.  At  the  same  time,  in  Los  Angeles, 
I  do  not  believe  that  at  any  time  in  this  century  that  city  will  com- 
ply with  those  air  quality  standards.  Los  Angeles  enjoys  the  perma- 
nent status  of  being  below  our  State  air  quality  standards,  and  I 
wonder  how  a  supranational  commission  could  make  the  County  of 
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Los  Angeles  comply  with  those  standards.  It  would  undoubtedly  be 
a  problem. 

A  supranational  commission  could  swing  back  and  do  damage  to 
us,  as  well  as  do  damage  to  the  Mexicans.  It  could  interfere  with 
the  sovereignty  of  all  of  our  countries,  so  we  have  to  be  very  care- 
ful. 

The  one  area  that  I  would  like  to  pursue  with  you,  however,  is 
the  border  cleanup.  There  have  been  estimates  that  anywhere  from 
$5  to  $15  billion  will  be  required  to  clean  this  up,  and  last  year 
President  Bush  suggested  dedicating  around  $300  million  to  the  ef- 
fort. I  believe  it  was  EPA  Administrator  Reilly  who  was  pursuing 
that.  That  $300  million  would  just  be  a  drop  in  the  bucket,  of 
course,  even  if  it  were  a  first-year  downpayment. 

What  we  need  is  a  steady  funding  mechanism.  Is  that  something 
that  you  intend  to  pursue?  And  how  could  we  look  at  where  we 
might  receive  some  of  the  funding? 

Ambassador  Kantor.  Thank  you,  Mr.  Matsui.  I  appreciate  that 
and  I  appreciate  the  singular  honor  of  being  what  I  am,  appearing 
with  my  old  friend  Mr.  Matsui  here  today.  We  have  been  friends 
for  a  long  time. 

Yes,  we  are  pursuing  a  number  of  different  avenues  of  discussion 
of  how  to  create  a  border  cleanup  fund.  We  obviously  have,  because 
of  the  budget  agreement  and  other  matters,  some  restrictions  in 
how  we  do  that.  We  are  going  to  have  to  be  somewhat  creative  and 
we  will  obviously  want  to  work  with  the  committee  and  with  the 
other  body  in  pursuing  that,  but  it  is  high  on  our  list. 

Obviously,  you  cannot  have  border  cleanup  without  adequate 
funding,  and  given  our  budgetary  problems,  of  which  you  are  all 
aware,  obviously,  we  have  got  to  address  that.  So  we  are  doing 
that. 

Let  me  just  say  in  response  to  your  very  fine  statement,  to  begin 
with,  obviously,  this  administration  understands  the  political  prob- 
lems surrounding  the  passage  of  the  NAFTA  with  good  supple- 
mental agreements. 

Let  me  make  it  clear  to  you  and  to  the  committee  and  to  the 
Chair  that  we  will  not  bring  the  NAFTA  to  the  Hill  without  good, 
solid,  meaningful,  concrete  supplemental  agreements.  We  just  will 
not  do  that.  I  am  prepared,  as  the  President's  representative  and 
working  with  you,  to  walk  away  from  the  table,  in  fact,  if  we  can- 
not get  that.  That  is  not  just  as  political  statement.  That  is  a  state- 
ment of  fact. 

The  President,  on  October  4,  1992,  in  North  Carolina,  made  that 
clear.  That  was  his  position,  and  he  reiterated  that  on  December 
17th,  and  said  it  again  in  his  speech  at  American  University  I 
think  February  26.  That  is  a  commitment  on  the  part  of  this  ad- 
ministration. 

I  think  the  criteria  upon  which  this  should  be  judged — and  I 
have  spoken  to  a  number  of  you  about  this,  and  I  think  it  is  a  rel- 
evant criteria — is  will  the  NAFTA,  with  supplemental  agreements, 
make  the  situation  with  regard  to  economics,  worker  standards,  the 
environment,  substantially  better  than  it  is  today,  and  I  think  that 
is  the  key  criterion. 

If  it  will,  then  we  will  come  up  here  and  advocate  strongly  and 
vigorously,  and  hopefully  working  with  many  of  you  on  this  com- 


20 

mittee — I  would  hope  all,  but  I  am  a  realist — to  get  that  done.  If 
we  cannot  make  it  substantially  better,  we  will  not  come  up  here 
and  put  it  in  front  of  you  and  ask  you  to  do  something  that  is  not 
in  the  best  interests  of  America's  businesses  and  workers. 

Mr.  Matsui.  I  appreciate  that,  Mr.  Ambassador,  and  I  know  you 
will  work  to  attain  the  best  possible  agreement.  I  must  emphasize 
here,  in  conclusion  of  my  remarks,  that  I  hope  that  the  people  you 
are  negotiating  with  will  not  misperceive  that  I  am  already  in  sup- 
port of  NAFTA,  because  I  am  not.  I  will  wait  to  see  the  supple- 
mental agreements  before  I  make  any  commitment  to  NAFTA. 

I  thank  you. 

Ambassador  Kantor.  Thank  you  very  much,  Mr.  Matsui. 

Chairman  GIBBONS.  Mr.  Coyne. 

Mr.  Coyne.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Ambassador. 

Ambassador  Kantor.  Thank  you. 

Mr.  Coyne.  How  many  jobs  in  your  estimation  will  the  NAFTA 
agreement  create  in  the  United  States? 

Ambassador  Kantor.  Let  me  just  say  this,  that  there  have  been 
24  studies  I  know  of,  and  23  of  the  24  say  we  will  have  a  net  in- 
crease in  jobs  in  the  United  States.  They  are,  frankly,  all  over  the 
ball  park  in  terms  of  numbers,  but  it  is  substantial. 

If  you  just  look  at  what  has  happened  over  the  last — from  1986 
or  1992,  which  Congressman  Matsui  cited,  $12  billion  to  $44  bil- 
lion— I  think  that  is  correct.  In  terms  of  increase,  that  is  almost 
a — well,  it  is  a  3  1/2  times  increase  in  our  export.  They  have  been 
across  the  board;  basically,  consumer  goods,  manufactured  goods, 
agricultural  products. 

Seventy  cents  of  every  dollar  spent  by  a  Mexican  consumer  is 
spent  on  American  goods,  and  let  me  also  indicate,  that  per  capita, 
Mexican  consumers  spent  more  on  American  goods  than  either 
their  Japanese  counterparts  or  their  European  counterparts.  That 
makes  them,  obviously,  a  critical  element  in  our  trade  as  well  as 
our  economic  future. 

So  I  want  to  make  it  clear  that  this  agreement,  although  we 
might  have  some  problem  with  certain  aspects  of  it,  I  think  in  the 
main  and  our  relationships  with  Mexico  in  the  main,  in  fact,  are 
critical  if  we  are  going  to  expand  our  economy  in  the  future. 

Mr.  Coyne.  OK.  But  is  it  very  difficult  to  give  an  accurate  esti- 
mate of  how  many  jobs  are  going  to  be  created? 

Ambassador  Kantor.  Let  me  just  say  parenthetically,  Congress- 
man, there  is  considerable  anecdotal  evidence.  We  have  companies 
right  now  in  every  State  in  the — literally,  every  State  in  the  Union 
has  increased  employment  as  a  result  of  trade  with  Mexico. 

The  NAFTA,  the  body  of  the  NAFTA  itself,  with  supplemental 
agreements  will  lower  tariff  barriers,  lower  nontariff  barriers,  pro- 
tect intellectual  property  rights,  and  if  we  have  good  supplemental 
agreements,  enhance  worker  standards  and  safety,  and  enhance 
environmental  standards.  Now,  if  we  can  achieve  that,  reasonably 
achieve  that,  I  think  it  is  more  than  well-worth  doing.  I  think  it 
is  in  the  best  interest  of  the  United  States  of  America  or  I  wouldn't 
be  here  advocating  it,  but  that  is  only  if  we  get  the  supplemental 
agreements. 
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So  the  fact  is  that  there  are  other  benefits  to  it  as  well;  that  Con- 
gressman Matsui  talked  about  stabilization  of  the  Mexican  Govern- 
ment and,  of  course,  stemming  the  flow  of  emigration  and  so  on. 
But  as  an  economic  matter,  it  is  a  very  important  agreement  with 
the  supplemental  agreements  attached  to  it. 

Mr.  Coyne.  In  your  statement,  you  indicated  that  we  will  lose 
some  jobs  in  the  U.S.  economy.  Do  you  have  any  idea  of  how  many 
jobs  we  will  lose  and  what  sectors  of  the  economy  those  losses  will 
come  from? 

Ambassador  Kantor.  Let  me  say,  currently,  without  the  NAFTA, 
we  have  lost  jobs  that  have  gone  south.  There  is  no  doubt  about 
that,  especially  labor-intensive  industries. 

Under  the  NAFTA,  I  will  assume  that  we  will  lose  in  certain  in- 
dustrial sectors.  In  the  main,  though,  if  we  raise  standards,  both 
in  the  environment  and  worker  standards,  if  we  raise  as  a  result, 
let  me  be  frank,  the  cost  of  doing  business  in  Mexico,  we  will  begin 
to  harmonize  upward  the  Mexican  standard  of  living,  create  a  larg- 
er consumer  base  for  our  companies,  and,  of  course,  make  it  less 
attractive  for  companies  to  move  to  Mexico.  That  is  really  what  we 
are  trying  to  achieve  here. 

Mr.  Coyne.  But  has  there  been  any  analysis  of  what  sectors  of 
the  economy? 

Ambassador  Kantor.  There  have  been  a  number  of  studies,  and 
I  think  you  are  very  familiar  with  some  of  them.  I  think  that  we 
have  seen  in  the  auto  industry,  for  instance,  and  I  think  Mr.  Levin 
can  talk  about  that — a  number  of  our — the  Big  Three  have  put 
plants  in  Mexico.  In  fact,  I  think  General  Motors  now  is  the  largest 
private  employer  in  Mexico.  If  I  am  not  mistaken,  I  think  that  is 
correct,  and  so  that  is  just  one  example. 

Mr.  Coyne.  When  will  the  job  retraining  provisions  reach  Capitol 
Hill?  Will  the  retraining  provisions  be  submitted  at  the  same  time 
that  the  administration  sends  up  the  NAFTA  agreement? 

Ambassador  Kantor.  Given  the  sequencing  right  now,  there  is 
reason  to  believe  that  Secretary  Reich,  of  course,  can  have  that 
comprehensive  program  ready,  I  think,  in  just  about  the  time  we 
will  probably  get  here  with  a  NAFTA  with  its  supplemental  agree- 
ments and  implementation  legislation. 

We  are  looking  to  middle  summer,  late  summer,  which  would  be, 
I  think,  in  time  to  implement  by  January  1,  1994  the  NAFTA  itself 

Obviously,  the  worker  training  and  assistance  part  of  this  is  crit- 
ical, and  I  don't  think  we  could  come  up  here  without  having  solid 
concrete  programs  in  order  to  address  that  issue. 

Mr.  Coyne.  Thank  you. 

Ambassador  Kantor.  Thank  you,  sir. 

Chairman  Gibbons.  Mr.  Sundquist. 

Mr.  Sundquist.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Ambassador,  I  have  a  couple  of  questions.  One  is  just  a  quick 
one.  How  much  funding  do  you  expect  will  be  needed  for  the 
NAFTA-related  worker  retraining  adjustment?  Any  estimates? 

Ambassador  Kantor.  Part  of  that  is  how  long  is — not  to  be 
light — how  long  is  a  piece  of  string.  There  have  been  estimates.  I 
have  seen  estimates  everywhere  from  85-  to  100,000  to  500,000 
jobs  lost,  and,  of  course,  depending  on  what  estimate  you  want  to 
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look  at,  of  course,  that  will  dictate  how  much  money  is  needed  for 
worker  training  assistance  adjustment. 

I  think  that  I  would  rather  submit,  iointly  with  Secretary  Reich, 
something  to  you,  Mr.  Sundquist.  Rather  than  giving  you  a  horse- 
back estimate  on  that,  I  think  it  would  be  unfortunate  if  I  gave  you 
something  that  was  not  within  a  reasonable  or  rational  range.  So, 
with  your  permission,  I  would  like  to  submit  that  for  the  record. 

Mr.  Sundquist.  That  will  be  fine. 

Do  you  estimate  that  most  of  that  will  be  spent  on  retraining  or 
income  adjustment? 

Ambassador  Kantor.  I  think  on  both.  I  don't  know  if  it  would 
be  more  or  less  on  one  or  the  other,  but  both  are  critical,  as  I  think 
you  would  agree.  You  know,  it  is  euphemistically  called  dislocation. 
It  is  people  losing  jobs. 

The  fact  is  whether  it  is  defense  conversion  or  it  is  downsizing 
or  is  a  result  of  a  trade  agreement,  what  we  need  to  do  is  help 
American  workers  who  have  worked  hard  all  their  lives,  contrib- 
uted to  this  economy  mightily,  to  be  not  only  retrained,  but  to  have 
adjustment  assistance  as  they  are  trying  to  go  on  to  their  next  as- 
signment. 

Mr.  Sundquist.  Thank  you,  Mr.  Ambassador. 

One  other  question,  and  I  ask  this  question  from  the  point  of 
view  from  someone  who  intends  to  support  the  NAFTA  agreement, 
unless  something  dramatic  happens  and  changes  that  are  made 
that  are  just  totally  unacceptable.  But  I  want  to  point  out  a  prob- 
lem that  I  have  written  to  you  about  and  I  have  joined  some  of  my 
colleagues  about  this  concern,  and  that  is  the  effect  of  NAFTA  on 
the  U.S.  flat  glass  industry. 

As  it  stands  now,  as  I  understand  it,  there  is  no  tariff  on  flat 
glass  exports  in  the  United  States,  but  there  is  a  20-percent  tariff 
on  U.S.  exports  to  Mexico  to  be  phased  out,  I  think,  2  percent  a 
year  for  10  years. 

What  the  letter  that  we  have  sent  to  you  asks  is  to  exercise  your 
powers  to  try  to  accelerate  the  phase  out  of  the  tariff  on  U.S.  ex- 
ports. Do  you  think  this  can  be  accomplished  as  part  of  a  sidebar 
agreement  or  negotiation  with  the  Mexican  Government  prior  to 
the  submission  of  NAFTA-implementing  legislation? 

Ambassador  Kantor.  Let  me  take  the  question  in  three  parts; 
first,  to  talk  about  the  flat  glass  industry,  and  I  appreciate  it  and 
I  have  read  the  letter,  and  we  have  looked  into  it  very  carefully. 
First,  talk  about  where  the  industry  stands;  second,  talk  about  the 
phaseout — by  the  way,  let  me  start  with  the  phaseout  for  the  most 
important  parts  of  that  industry.  The  flat  glass  manufacturing 
process  is  an  8-year  phaseout  and  not  a  10-year  phaseout.  It  is  10 
years  overall,  but  it  is  an  8-year  for  that.  That  is  just  a  minor  part. 

From  1990  to  1992,  in  the  last  3  years,  the  flat  glass  industry 
has  gone  from  $70  million  in  exports  to  Mexico  to  $100  million.  At 
the  same  time,  Mexican  exports  in  the  United  States  have  stayed 
flat — not  to  coin  a  phrase  nere — just  stayed  flat  at  $122  million. 
Therefore,  the  deficit  in  flat  glass  has  gone  from  $52  million  down 
to  $22  million,  which  has  been  some  progress  on  the  part  of  the  flat 
glass  industry.  Therefore,  with  the  phaseout  in  the  NAFTA,  and  I 
understand  the  industry  is  not  happy  with  the  rate  of  phaseout,  it 
will  even  get  better  in  my  estimation. 
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But  let  me  be  quick  to  say  that,  under  the  NAFTA  itself,  we  have 
the  right  to  begin  discussions  immediately  upon  implementation — 
let's  assume  January  19,  1994  for  the  sake  of  this  discussion — of 
accelerating  certain  phaseout  of  tariffs  including  flat  glass,  and  we 
intend  to  do  so. 

Now,  let  me  say  without  over-promising,  which  I  don't  think  any- 
one in  my  position  ever  should,  or  raising  hopes  beyond  what  they 
should  be  raised,  it  takes  consenting  adults  to  make  these  agree- 
ments, including  accelerating  these  tariff  reductions.  We  will  try  to 
do  so.  It  is  high  on  our  list.  We  have  taken  note  of  not  only  your 
concern,  but  those  of  your  colleagues,  frankly,  in  both  bodies,  and 
we  will  pursue  that  immediately  on  January  1,  1994. 

Mr.  Aj^idrews.  Would  you  yield  for  a  quick  question,  Mr.  Sund- 
quist? 

Mr.  SUNDQUIST.  I  will,  but  I  will  make  one  point  and  then  I  will 
yield  to  you. 

I  think  it  is  important  to  point  out,  Mr.  Ambassador,  and  I  con- 
gratulate the  industry  on  their  approach  because  they  are  not  seek- 
ing protectionist  relief  by  requesting  the  tariff  for  Mexico.  What 
they  are  asking  for  is  that  we  reduce  the  penalty  that  we  have  to 
pay,  and  our  goal — at  least  my  goal  and  I  think  your  goal  is  to 
allow  each  country  to  compete  freely  and  without  tariffs. 

Ambassador  Kantor.  Absolutely,  Mr.  Sundquist.  The  President 
has  said  it  far  more  eloquently  than  I  could.  We  want  to  open  mar- 
kets and  expand  trade,  compete  not  retreat,  to  do  what  the  indus- 
try wants  to  do. 

Let  me  say  very  carefully,  it  is  exactly  what  the  President  wants 
to  do.  We  don't  want  to  throw  up  barriers.  We  want  to  expand 
trade,  but  we  want  our  trading  partners  to  react  comparably  to 
what  we  have  done. 

But  I  want  to  add,  so  there  is  no  mistake  of  where  we  are,  the 
President  will  not  reopen  the  NAFTA  itself.  Let  me  say  that  I  be- 
lieve if  we  did  that  we  would  reopen  it  to  so  many  requests  and 
special  requests,  we  would  end  the  effectiveness  of  the  agreement 
at  that  point. 

Mr.  Sundquist.  Mr.  Ambassador,  I  concur  with  that. 

What  I  would  ask  is  that  on  the  sidebar  agreements  if  there  can 
be  some  negotiation  set  up  and  put  some  pressure  on  them,  I  think 
that  would  be  helpful. 

I  will  be  glad  to  yield  to  my  friend  from  Texas. 

Mr.  Andrews.  Just  a  quick  question. 

Chairman  Gibbons.  You  are  forgetting  the  time. 

Mr.  Andrews.  I  am  sorry. 

Chairman  Gibbons.  Mr.  Payne. 

Mr.  Payne.  Thank  you  very  much,  Mr.  Chairman.  I  will  yield  to 
my  colleague  from  Texas. 

Mr.  Andrews.  Thank  you. 

I  just  wanted  to  ask  the  Ambassador  a  quick  question  about  this 
deficit.  It  is  my  understanding  from  looking  at  the  Department  of 
Commerce  figures  and  the  Bureau  of  the  Census  figures  that  the 
deficit  is  $42  million  and  widening;  that  it  is  not  a  narrowing  defi- 
cit at  all,  but  one  that  is  growing. 

I  wonder  if  you  or  your  staff,  Mr.  Ambassador,  if  this  information 
I  have  is  incon'ect 
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Ambassador  Kai^OR.  I  could  submit  for  the  record,  it  is  my  un- 
derstanding, unless  I  have  got  my  numbers  wrong — you  know,  I 
used  to  memorize  batting  averages,  and  I  think  I  have  got  it  right. 
It  went  from  $70  million  to  $100  million  in  exports.  The  Mexican 
flat  glass  exports  to  this  country  stayed  at  122.  Therefore,  it  went 
from  a  $52  million  deficit  to  a  $22  million. 

I  will  look  back  at  the  staff.  Am  I  correct  in  that?  I  think  I  am 
correct.  I  think  I  remembered  that,  as  I  used  to  remember  Mickey 
Mantle's  batting  average.  I  think  I  remembered  that  correctly. 

Mr.  Payne.  Thank  you. 

Ambassador  Kantor.  But  let  me  just  say  about  the  standards 
that  I  will  check  with  the  Commerce  Department.  We  will  let  the 
staff  check  it.  If  we  are  wrong  about  that  or  if  we  have  in  any  way 
misstated  that,  we  will  get  back  and  correct  the  record,  Mr.  Chair- 
man. We  will  do  that. 

Chairman  GIBBONS.  Certainly. 

Mr.  Payne.  Thank  you. 

I  would  like  to  ask  unanimous  consent  to  have  a  question  en- 
tered into  the  record,  and  perhaps  the  Ambassador  could  submit  an 
answer  in  writing, 

I  want  to  welcome  you,  Mr.  Ambassador.  I  think  President  Clin- 
ton has  certainly  chosen  very  well.  I  know  that  you  and  your  staff 
will  do  a  very  good  job,  and  I  look  forward  to  working  with  you. 

[The  question  and  answer  follow:] 
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Questions  for  Ambassador  Kantor 
March  11.  1993 


Question: 

I  understand  that  Annex  913A  of  the  NAFTA  call  for  negotiations 
to  "harmonize"  commercial  truck  size  and  weight  standards  among 
the  United  States,  Canada,  and  Mexico  and  that  Canada  and  Mexico 
permit  the  operation  of  heavier  and  longer  vehicles  than  we  do  in 
the  U.S. 

Congress  closely  examined  the  issue  of  these  longer  combination 
vehicles  (LCVs)  during  consideration  of  the  Intermodal  Surface 
Transportation  Efficiency  Act  of  1991  (ISTEA) .   The  evidence  of 
concern  and  opposition  to  LCVs  (large  double  and  triple  trailer 
configuration)  was  overwhelming.   As  a  result,  in  ISTEA  Congress 
prohibited  the  use  of  these  vehicles,  except  on  such  routes  where 
they  were  actually  in  operation  on  June  1,  1991.   I  am  concerned 
that  through  NAFTA  negotiations  there  might  be  an  attempt  to  lift 
this  freeze  on  LCVs. 

Would  you  please  keep  me  and  this  subcommittee  promptly  advised 
of  any  discussions,  negotiations,  or  other  NAFTA-related 
activities  or  agreements  involving  the  use  of  LCVs  in  this 
country? 

Answer: 

Of  course,  I  will  keep  you  and  the  Committee  on  Ways  and  Means 
infor.ned  of  developments  in  working  groups  established  under  the 
NAFTA,  including  the  Land  Transportation  Standards  Subcommittee. 
Although  the  NAFTA  recognizes  the  benefits  of  greater 
comparability  of  transportation  standards  among  the  three 
countries,  nothing  in  the  NAFTA  requires  the  United  States  to 
raise  its  vehicle  size  and  weight  limits.   Congress  would  need  to 
pass  specific  legislation  to  effect  such  a  change. 


26 

Ambassador  Kantor.  Thank  you. 

Mr.  Payne.  I  want  to  also  applaud  President  Clinton  for  his  vi- 
sionary speech  at  American  University  concerning  economic 
growth,  and,  certainly,  I  subscribe  to  what  he  said  there,  and  I  also 
want  very  much  to  support  the  NAFTA,  but  the  supplemental 
agreements  are  extremely  important. 

You  mentioned  in  your  testimony  that  at  this  time  we  would  be 
creating  some  jobs;  that  we  would  recognize  that,  undoubtedly,  jobs 
would  be  lost.  I  have  a  district  that  has  a  lot  of  workers  who  are 
in  the  textile  business  and  in  the  furniture  business.  Some  of  the 
best  companies  in  America  are  in  my  district,  but  I  have  some  real 
concerns  about  the  future  of  some  of  these  jobs  as  it  relates  to  the 
NAFTA. 

That  brings  me,  I  guess,  to  a  question  which  is  somewhat  redun- 
dant. It  has  to  do  with  worker  adjustment  and  retraining.  The 
question  really  has  to  do  with  any  additional  detail  or  information 
you  might  have  at  this  time  about  where  Secretary  Reich  is  in  this 
process,  conversations  you  might  have  had,  and  the  understanding 
that  I  got  from  the  answer  to  Mr.  Coyne's  question  concerning  tim- 
ing that  these  agreements  would  be  reached  and  would  be  before 
the  Congress  at  a  time  before  we  had  to  deal  with  the  NAFTA 
agreement. 

Ambassador  Kantor.  Let  me  start  backwards  and  not  step  on 
someone  else's  turf,  which  I  shouldn't  and  wouldn't  do  with  mv 
friend,  the  Secretary  of  Labor,  who  is  busy  with  his  staff  at  work 
in  trying  to  create  this  overall  and  comprehensive  approach  to 
worker  adjustment  and  assistance. 

Regardless  of  the  reason  that  that  might  come  about,  the  fact  is 
that  the  President  has  made  absolutely  clear  that,  one,  he  doesn't 
want  to  reopen  and  will  not  reopen  the  NAFTA.  Two,  he  wants  to 
stick  to  the  January  1,  1994,  goal  of  implementing  the  NAFTA 
number.  Number  three,  he  will  not  send  a  program  up  here  with- 
out the  supplemental  agreements.  Number  four,  he  won't  send  it 
up  here  without  worker  adjustment  and  assistance  as  part  of  it, 
and  I  think  that  addresses  your  question  directly. 

Mr.  Payne.  As  part  of  the  NAFTA  agreement? 

Ambassador  Kantor.  As  part  of  the  NAFTA.  So,  therefore,  we 
are  going  to  have  to  coordinate  very  closely  in  the  administration, 
as  we  finish  our  negotiations,  hopefully  successfully  on  these  sup- 
plemental agreements,  and  negotiate  with  you  up  here  in  the  Con- 
gress and  work  with  you  on  the  implementation  legislation;  that  it 
is  sequenced  in  such  a  way  that  it  all  comes  together  at  the  same 
time,  also  in  time  to  reach  the  January  1,  1994  date. 

Now,  that  is  no  small  feat,  and  I  understand  the  problem  in- 
volved. We  are  going  to  need  your  help,  frankly,  the  help  of  the 
committee  and  so  on,  to  make  that  happen,  but  we  are  committed 
to  that. 

Mr.  Payne.  I  would  very  much  like  to  commit  to  helping  you  and 
Secretary  Reich  and  to  working  on  the  committee  on  tnis  issue,  be- 
cause I  think  it  is  one  that  is  so  important  for  our  folks  back  home. 

We  not  only  need  to  retrain,  but  we  need  to  provide  jobs,  so  that 
when  workers  lose  their  jobs  and  they  are  retrained,  they  will  have 
somewhere  else  they  can  work,  and  that  is  a  very  integral  part.  To 
that  end,  I  am  very  interested  in  Mr.  Sundquist's  question  about 
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the  cost  of  these  programs  and  how  we  might  plan  to  pay  for  that. 
If  I  could  have  a  copy  of  that  as  well,  I  would  appreciate  that  very 
much. 

Ambassador  Kantor.  We  would  be  happy  to  provide  that. 

Mr.  Payne.  Thank  you,  Mr.  Ambassador. 

Ambassador  Kantor.  Thank  you,  sir. 

Chairman  Gibbons.  Mr.  Hoagland. 

Mr.  Hoagland.  Thank  you,  Mr.  Chairman. 

Mr.  Kantor,  I  would  like  to  welcome  you  to  the  committee. 

Ambassador  Kantor.  Thank  you. 

Mr.  Hoagland.  I  am  sure  this  is  the  first  of  many,  many  appear- 
ances. 

As  I  read  more  about  NAFTA  you  certainly  have  one  of  the  most 
challenging  jobs  in  the  Clinton  administration,  wouldn't  you  say? 
With  so  many  benefits  to  be  realized  from  the  agreement,  but  also 
so  many  potential  costs,  the  skills  it  will  take  of  negotiating  ade- 
quate side  agreements  to  gain  the  support  necessary  here  in  Con- 
gress to  ratify  the  agreement,  it  will  require  about  every  ounce  of 
skill  that  anyone  could  have,  I  would  think,  and  I  wish  you  the 
best  of  luck  in  that  endeavor  because  so  much  rides  on  it. 

Ambassador  Kantor.  Thank  you. 

Mr.  Hoagland.  Let  me  just  read  you  some  figures  from  Ne- 
braska from  the  sort  of  trade  balances  that  we  have  and  ask  you 
then  what  you  would  anticipate  the  effect  of  NAFTA  would  be  on 
these  exports. 

The  top  exports  from  Nebraska  for  1991  were  in  the  agricultural 
area,  as  you  know,  including  crops,  livestocks,  and  processed  foods. 
In  processed  foods,  we  exported  473  million  dollars'  worth  of  goods; 
in  agricultural  crops,  $62  million;  in  livestock,  $3  million;  indus- 
trial machinery  from  Nebraska,  $164  million;  electronic  equipment, 
$77  million;  transport  equipment,  $75  million— if  you  will  bear 
with  me — measuring  instruments,  $53  million;  leather,  $31  million; 
chemicals,  $28  million;  primary  and  fabricated  metals,  $60  miUion. 

Now,  of  our  total  $1.1  billion  in  exports  in  1991,  $64  million  was 
to  Mexico  and  $248  million  was  to  Canada.  Your  office  estimates 
that  Nebraska  sales  to  Mexico  and  Canada  combined  accounted  for 
28  percent  of  our  total  exports,  and  this  is  an  important  fact.  Since 
1987,  Nebraska's  exports  to  Mexico  have  grown  45  percent. 

Now,  my  concern  is  the  effect  that  NAFTA  will  have  on  this 
growing  business.  Our  economy  in  Nebraska  is  generally  in  better 
shape  than  the  rest  of  the  country.  We  have  steady  growth.  We 
have  unemployment  of  less  than  3  percent.  I  wonder  what  you 
would  anticipate  the  ratification  of  NAFTA  would  have  on  these  ex- 
ports. 

Ambassador  Kantor.  What  I  would  anticipate  is  it  would  even 
enhance  an  already  growing  and  good  economic  situation  for  your 
State. 

Let  me  add,  parenthetically,  that  20  States  today  have  over  $250 
million  in  exports  to  Mexico.  All  50  States  are  involved  in  exports 
to  Mexico. 

But  because  tariff  barriers  which  now  average  2V2  times  the  U.S. 
tariffs  to  Mexico  or  at  our  border  with  regard  to  Mexican  products, 
Mexican  tariffs  are  2V2  times  our  tariffs,  those  will  be  lowered; 
some  immediately,  some  over  phased-in  periods.  We  were  talking 
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about  flat  glass.  The  fact  is  it  can  only  enhance — and  we  also  lower 
nontariff  barriers — it  can  only  enhance  exports  from  Nebraska  into 
Mexico,  make  the  situation  substantially  better,  and  that  is  the  cri- 
teria we  are  going  to  continually  talk  about  and  continually  try  to 
use. 

So,  Mr.  Hoagland,  I  think  that  what  you  are  referring  to,  the 
very  impressive  $1.1  billion  in  exports,  28  percent  which  go  to  Can- 
ada and  Mexico  from  Nebraska  will  be  aided  by  the  NMTA  with 
these  supplemental  agreements,  but  let  me  say  only  with  these 
supplemental  agreements. 

The  President  has  made  it  clear.  These  are  critical  to  making  the 
NAFTA  effective.  These  are  not  just  parallel  agreements  that  are 
designed  to  get  votes  here  in  the  Congress  of  the  United  States. 
That  is  not  what  these  are  about. 

When  the  President  made  his  speech  on  October  4,  1992,  in 
North  Carolina,  let  me  assure  you  that  was,  one,  not  an  easy  deci- 
sion for  him  to  make  in  the  middle  of  a  Presidential  campaign,  that 
is,  supporting  an  agreement  that  had  been  negotiated  by  the  Re- 
publican President,  President  Bush  at  that  point,  and  there  were 
great  pressures,  as  you  know,  on  him  not  to  support  the  NAFTA. 

He  is  obviously  dead  serious  about  these  supplemental  agree- 
ments because  they  will  enhance  the  NAFTA.  They  will  make  it 
more  effective.  They  will  make  an  agreement  that  is  in  the  best  in- 
terest of  this  country  and  in  growth  here  in  North  America  and 
globally,  and  that  is  why  he  wants  them  and  insists  there  will  be 
no  NAFTA  without  them. 

Mr.  Hoagland.  I  am  running  out  of  time,  Mr.  Ambassador.  Per- 
haps in  the  next  go-round,  if  there  is  one,  or  the  next  time  you  and 
I  visit,  we  could  talk  about  the  actual  powers  that  these  commis- 
sions are  to  have.  It  seems  to  me,  judging  from  your  testimony  and 
other  reading,  a  critical  element  of  whether  the  side  agreements 
are  going  to  work  is  whether  the  commissions  on  environmental 
and  labor  standards  are  going  to  work  well,  and,  in  that  connec- 
tion, what  kind  of  actual  powers  you  expect  them  to  have,  and 
what  kind  of  appeal  process  there  might  be. 

Ambassador  Kantor.  Yes. 

Mr.  Hoagland.  Today  trade  decisions  made  by  your  office  are 
appealable  to  Congress  or  the  White  House,  and  would  it  make 
sense  to  set  up  an  appeal  mechanism  of  some  sort,  so  that  if  any 
rulings  or  findings  are  simply  ignored,  as  is  so  often  the  case  with 
international  tribunals,  there  might  be  an  appeal  to  somebody  that 
would  have  the  power  to  enforce  them?  We  can  discuss  that  at  a 
future  time. 

Ambassador  Kantor.  I  would  be  glad  to  address  that,  if  the 
Chair  wishes,  or  we  can  do  that  another  time.  It  is  up  to  you,  sir. 

Chairman  Gibbons.  Go  ahead. 

Ambassador  Kantor.  Let  me  say  that  one  of  the  challenges,  as 
you  say,  to  this  job — and  I  think  that  is  well-put — I  don't  think  this 
President  has  ever  given  me  an  easy  job.  I  am  still  waiting  for  the 
first  one.  But  one  of  the  challenges  is,  on  the  one  hand,  to  coordi- 
nate policy  across  the  administration,  as  this  Congress  has  re- 
quired me  to  do  as  USTR  and  the  President  has  directed  me  to  do, 
but  to  develop  policy  as  well  as  articulate  it,  but  then  to  go  out  and 
negotiate  agreements. 
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As  I  do  so,  obviously,  this  Congress  has  every  right  and  obHga- 
tion  to  sit  with  me  and  discuss  pubHcly  and  privately  where  we  are 
going,  but  then,  as  a  negotiator,  I  have  this  very  delicate  situation 
of  trying  to  hold  some  cards  in  my  pocket  here  as  we  go  into  these 
negotiations. 

With  all  due  respect,  I  think  there  is  some  balance  I  have  to 
strike  in  being  absolutely  candid  with  you  where  we  are  going  and 
what  powers  might  be  exercised  with  these  commissions  and  not 
revealing  everything  that  we  are  going  to  ask  for  or  deal  with,  with 
our  partners  both  in  Canada  and  in  Mexico. 

So,  with  due  respect  and  I  am  sure  your  understanding,  you  will 
note  why  I  won't  go  any  further  than  we  have  noted  in  the  testi- 
mony at  this  time, 

Mr.  HOAGLAND.  No,  and  I  am  pleased.  I  think  you  need  to  do 
that.  I  think  our  concern,  if  I  might,  Mr.  Chairman,  is  that  commis- 
sions not  wind  up  being  paper  tigers. 

Ambassador  Kantor.  Let  me  say  that  this  President  has  made 
it  clear  to  me,  he  made  it  clear  in  his  speech  in  North  Carolina, 
he  made  it  clear  on  December  17,  that  he  does  not  and  will  not 
have  me  come  back  with  what  you  call  a  paper  tiger. 

Chairman  Gibbons.  I  want  to  go  next  to  Mr.  Thomas,  but  I  think 
I  ought  to  observe  here  that  it  is  good,  Mr.  Hoagland,  that  you 
brought  it  up  or  that  Mr.  Kantor  brought  it  up.  Canada  is  also  in- 
volved in  these  supplemental  negotiations,  and  Canada  is  in  the 
process  right  now  of  ratifying  the  agreement. 

The  Canadians  are  probably  not  going  to  look  with  any  great 
deal  of  pleasure  in  having  to  sit  down  to  negotiate  a  supplemental, 
and  I  think  I  know  the  Canadians  well  enough  to  know  they  are 
tough  negotiators. 

So  I  think,  Mr.  Ambassador,  you  have  got  your  work  cut  out  for 
you. 

Mr.  Thomas. 

Mr.  Thomas  of  California.  Thank  you,  Mr.  Chairman. 

I,  too,  want  to  welcome  Ambassador  Kantor,  in  front  of  the  com- 
mittee for  the  first  time.  I  have  known  him  for  a  long  time,  Mr. 
Chairman,  and  I  have  known  him  as  a  bright,  talented,  and  par- 
tisan person,  and  I  am  very  pleased  that  the  President  found  a  spot 
for  you  that  will  maximize  your  bright  and  talented  part  and  mini- 
mize the  partisan  because  those  are  the  aspects  of  your  panoply  of 
qualities  that  I  am  glad  to  see  are  going  to  come  forward. 

I  have  a  whole  series  of  questions  on  the  generalized  system  of 
preferences,  on  what  we  are  doing,  obviously,  with  NAFTA,  on  the 
import  surge  side  bar,  which  hasn't  been  mentioned — we  focused  on 
the  labor  and  the  environmental  ones — and  then  on  several  other 
issues. 

But,  Mr.  Chairman,  I  would  ask  unanimous  consent  that  I  sub- 
mit these  questions  to  the  Ambassador  to  be  answered  at  a  later 
time,  and  I  just  want  to  spend  the  time  I  have  today  on  a  couple 
of  observations,  and  then  perhaps  you  would  comment  on  them. 

Chairman  Gibbons.  With  unanimous  consent  and  without  objec- 
tion, it  is  agreed. 

[The  questions  and  answers  follow:] 


Questions  for  Ambassador  Kantor 
March  11.  1993 


Question: 

The  Generalized  System  of  Preferences  program  will  expire  this 
year.   If  the  President  wants  to  extend  this  duty-suspension 
program,  can  you  tell  us  when  the  President  will  make  his 
proposal  for  an  extension  and  which  revenue  sources  or  spending 
cuts  he  will  propose  to  pay  for  the  program? 

Answer: 

The  Administration,  through  USTR,  will  seek  a  renewal  of  the 
Generalized  System  of  Preferences  (GSP)  program.   GSP  promotes 
development  and  creates  markets  in  developing  countries  and  is  an 
important  tool  for  the  promotion  of  our  trade  policy.   In  past 
years,  GSP  has  been  used  to  help  secure  gains  in  both  the  areas 
of  intellectual  property  and  worker  rights.   We  hope  to  sharpen 
its  use  in  these  areas.   Our  initial  aim  is  to  prevent  the 
program  from  lapsing  on  July  4,  through  a  short-term  extension. 
During  the  extension  period,  USTR,  along  with  other  involved 
agencies,  would  take  a  hard  look  at  the  program  to   consider  ways 
of  improving  it.   We  are  currently  working  on  an  extension 
proposal,  and  are  exploring,  with  0MB,  possible  options  to  pay 
for  the  extension. 


Question: 

Are  you  planning  to  ask  Congress  to  extend  "fast  track" 
authority?   For  how  long?   Based  on  your  contacts  with  European 
Community  negotiators,  do  you  see  any  reason  to  believe  that  a 
better  Uruguay  Round  agreement  can  be  achieved  by  extending  "fast 
track"  for  more  than  three  to  six  months? 

Answer: 

On  April  9,  the  White  House  announced  that  the  President  had 
decided  to  ask  Congress  to  renew  fast  track  authority  solely  for 
the  purpose  of  completing  the  Uruguay  Round.   The  draft  bill  that 
will  be  sent  to  Congress  would  require  the  President  to  notify 
Congress  no  later  than  December  15,  1993,  of  his  intent  to  enter 
into  a  Uruguay  Round  agreement  on  April  15,  1994. 

The  President's  decision  reflected  our  view  that  it  was  critical 
for  the  Uruguay  Round  that  the  United  States  demonstrate  its 
commitment  that  the  negotiations  be  completed  this  year.    At  the 
same  time,  we  are  seeking  an  ambitious  market  access  package,  and 
changes  in  a  number  of  important  areas  in  the  Draft  Final  Act, 
also  known  as  the  Dunkel  text,  which  will  require  intensive 
negotiation.   Based  on  our  contacts  with  the  EC  and  other 
important  trading  partners,  we  think  the  timetable  of  completing 
the  negotiations  this  year  is  realistic,  and  we  have  embarked  on 
a  program  with  the  EC  and  the  Quad  nations  designed  to  make 
concrete  progress  by  the  G-7  Summit  in  July. 
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Questions  for  Ambassador  Kantor 
March  11.  1993 


Question: 

With  regard  to  the  NAFTA,  what  terms  is  the  President  seeking 
with  regard  to  the  proposed  "sidebars"  concerning  labor,  the 
environment  and  import  surges? 

Answer: 

Acceptable  supplemental  agreements  on  labor  and  the  environment 
must  include  obligations  that  Mexico  and  Canada  enforce  their 
laws  to  protect  worker  health  and  safety  and  the  environment. 
The  agreements  will  include  mechanisms  to  improve  standards  where 
they  are  deficient,  and  they  will  create  commissions  with 
independent  secretariats  to  monitor  developments  (including  the 
impact  of  the  NAFTA)  affecting  North  American  workers  and  the 
environment.   The  third  agreement  will  ensure  that  the  NAFTA's 
safeguard  provisions  are  used  effectively  and  fairly  to  protect 
U.S.  industries  in  the  event  of  a  surge  in  imports. 
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Questions  for  Ambassador  Kantor 
March  11,  1993 


Question: 

Are  you  planning  to  reopen  any  aspect  of  the  agreement  reached 
last  August?  A  number  of  my  constituents  in  agriculture  are 
extremely  disturbed  by  Mexico's  right  to  continue  the  use  of  its 
import  barriers.   As  you  are  aware,  California's  grape  growers 
are  concerned  about  Mexico's  refusal  to  give  American  wines  the 
same  tariff  treatment  Mexico  gave  Chilean  wines  and  brandies. 
Grape  growers  would  also  like  to  sell  fresh  grapes  to  Mexico  but 
cannot  until  Mexico  gets  rid  of  its  import  licenses,  something 
they  believe  Mexico  was  supposed  to  do  when  it  joined  the  GATT. 
Have  you  given  any  thought  to  resolving  these  problems? 

Answer: 

President  Clinton  has  stated  that  we  will  not  reopen  the 
Agreement. 

Grapes  —  When  NAFTA  goes  into  effect  (January  1,  1994,  assuming 
approval  by  the  Congress  before  then) ,  Mexico  will  immediately 
drop  its  import  licensing  requirement  for  grapes  as  well  as  for 
all  other  U.S.  products.   The  20-percent  tariff  Mexico  currently 
applies  to  imported  U.S.  grapes  will  be  eliminated  during  the 
period  from  October  15  to  May  31.   The  tariff  during  the 
remainder  of  the  year  will  be  reduced  to  18  percent  when  the 
Agreement  takes  effect,  then  reduced  to  zero  in  nine  equal  annual 
installments  over  the  next  nine  years. 

Wine  —  Despite  numerous  U.S.  requests  for  a  faster  tariff  phase- 
out,  Mexico  would  not  budge  from  a  10-year  schedule.   Both  the 
United  States  and  Mexico  will  phase  out  tariffs  on  table  wines 
over  a  10-year  period.  There  will  be  faster  reductions  in  Mexican 
tariffs  on  beer,  some  types  of  brandy,  bourbon,  champagne-type 
wines,  wine  coolers  and  a  few  other  alcoholic  beverages. 

With  regard  to  future  opportunities  for  modifying  the  tariff 
phase-out  schedule  for  wines,  the  NAFTA  includes  provisions  for 
mutually  agreed  accelerated  tariff  reductions  after 
implementation  of  the  Agreement.   Assuming  the  implementing 
legislation  is  passed  by  Congress  in  1993,  we  expect  that  a 
Federal  Register  notice  will  be  published  in  the  summer  or  autumn 
of  1994  inviting  interested  parties  to  suggest  products  which 
might  be  considered  for  accelerated  tariff  reduction. 
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Question: 

The  "import  surge"  sidebar  is  of  particular  interest  to 
California  specialty  crop  producers  because  their  perishable 
fruits  and  vegetables  do  not  get  the  same  support  from  our 
government  that  other  farmers  get  from  their  governments.   The  EC 
has  a  reference  price  system  that  keeps  imports  from  lowering 
produce  prices.   Canada  has  a  "snap  back"  system  that  has  the 
same  effect.   Are  you  planning  to  include  such  systems  in  the 
"import  surge"  sidebar?   If  not,  how  will  the  administration  deal 
with  highly  perishable  goods  such  as  fruits  and  vegetables? 

Answer: 

A  special  agricultural  safeguard  provision  is  included  in  the 
NAFTA  to  provide  added  protection  against  import  surges  of 
certain  highly  sensitive  fruits  and  vegetables  while  tariffs  are 
being  phased  out.   Under  this  provision,  a  designated  quantity  of 
imports  will  be  allowed  to  enter  at  a  NAFTA  preferential  tariff 
rate.   This  quantity  is  generally  based  on  the  high  annual  import 
volume  during  the  1989-91  period.   Once  this  "trigger"  level  is 
met,  the  importing  country  may  apply  the  tariff  rate  which  would 
have  applied  in  the  absence  of  a  NAFTA. 

The  "snap  back"  provision  which  applies  under  the  U.S. -Canada 
Free  Trade  Agreement  to  certain  Canadian  and  U.S.  products  will 
continue  in  force  between  the  U.S.  and  Canada.   The  new  volume- 
based  safeguard  applies  only  between  the  United  States  and 
Mexico.   The  United  States  will  apply  the  special  agricultural 
safeguard  on  seasonal  imports  from  Mexico  of  fresh  tomatoes, 
eggplant,  chili  peppers,  squash,  watermelon  and  onions.   Mexico 
will  apply  the  safeguard  to  imports  from  the  United  States  and 
Canada  of  live  swine,  pork  and  potato  products,  fresh  apples  and 
coffee  extract. 
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Question: 

One  of  my  California  colleagues,  Congressman  Jerry  Lewis,  has 
heard  from  some  of  his  constituents  who  work  for  a  local  flat 
glass  manufacturer  regarding  the  NAFTA' s  bias  in  favor  of  Mexican 
flat  glass  producers.   Their  concern  is  similar  to  the  grape 
grower's:   Mexican  glass  will  enter  the  U.S.  under  low  duties 
while  U.S.  glass  going  into  Mexico  will  confront  a  20%  tariff 
phased  our  over  10  years.   The  U.S.  glass  industry  suggests 
"accelerating"  elimination  of  Mexico's  glass  tariff  instead  of 
reopening  the  agreement.   Are  you  going  to  pursue  their 
suggestion?   If  you  are,  can  the  same  "acceleration"  procedure  be 
applied  to  other  problem  areas  such  as  wine  exports? 

Answer: 

Although  U.S.  negotiators  argued  for  immediate  elimination  of 
Mexican  tariffs  on  flat  glass,  on  the  grounds  that  Mexico's 
industry  is  competitive,  Mexico  responded  that  the  U.S.  industry 
is  larger  and  that  U.S.  exports  to  Mexico  have  been  growing 
rapidly.   As  a  result,  Mexico  pressed  for  a  10-15  year  tariff 
phase-out. 

In  the  end,  both  sides  compromised.   Tariffs  on  two  key  items  for 
the  United  States  will  be  phased  out  over  eight  years,  longer 
than  we  sought  but  shorter  than  what  Mexico  wanted.   Mexico's 
tariffs  on  other  flat  glass  items  will  be  phased  out  in  various 
periods  from  immediate  to  ten  years,  with  most  of  the  trade  in 
the  10-year  category.   Where  possible,  the  United  States  went  to 
phase-outs  of  8-10  years.   The  exceptions  were  items  where  we 
already  give  Mexico  duty-free  treatment. 

As  you  may  know,  the  NAFTA  provides  that  tariff  cuts  begin  from 
applied  tariff  rates  in  effect  on  July  1,  1991.   This  agreement 
prevents  Mexico  from  raising  its  current  20  percent  tariffs  on 
flat  glass  to  the  GATT-bound  rate  of  50  percent. 

The  NAFTA  provides  for  establishment  of  procedures  to  accelerate 
tariff  cuts  on  a  mutually  agreed  basis.   I  can  assure  you  that  we 
will  seek  the  acceleration  of  Mexican  tariff  cuts  of  both  flat 
glass  and  wine  as  one  of  our  top  priorities  in  the  first  round  of 
NAFTA  tariff  acceleration. 
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Mr.  Thomas  of  California.  I  thank  the  Chair. 

You  know,  it  is  interesting  because,  when  we  talk  about  the 
GATT,  almost  all  of  us  can  pick  out  the  villains  in  terms  of  those 
folks  who  are  not  willing  to  improve  the  world  trading  order, 
whether  it  is  the  European  Community  in  general  or  France,  in 
particular,  or  Japan  on  agricultural  subsidies.  It  is  easy  to  find  the 
villains  over  there  in  terms  of  those  who  aren't  willing  to  go  for- 
ward in  the  General  Agreement  on  Tariffs  and  Trade. 

Interestingly  enough,  when  you  turn  to  NAFTA,  some  of  those 
folks  who  are  very  ready  to  nominate  villains  on  the  international 
scene  are  the  very  ones  who  are  creating  problems  for  us  internally 
in  terms  of  moving  something  that  I  think  everyone  agrees  will  im- 
prove at  least  the  continental  trading  order.  But  I  think  whenever 
you  have  tough  economic  times,  people  look  at  their  situation  in  a 
slightlv  different  light. 

While  your  comments  in  a  general  sense  about  making  the 
NAFTA  better  or  it  won't  go  forward  is  laudable,  the  greater  good 
is  always  laudable.  It  is  how  you  get  there,  whether  it  is  by 
bettering  everyone  or  whether  there  are  those  who  are  nominated 
to  step  forward  with  sacrifices  to  make  it  better  for  the  others,  and 
I  think  that  is  where  some  of  the  discussion  on  flat  glass  and,  as 
I  indicated,  grapes  and  the  rest. 

But  there  is  a  troubling  secondary  point  to  that,  Mr.  Ambas- 
sador, and  let  me  spend  just  a  minute,  and  I  think  we  have  to  be 
frank  with  our  continental  partners.  One  of  the  reasons  it  was  easi- 
er, even  though  they  are  tough  negotiators,  to  deal  with  the  Cana- 
dians is  that  most  people  who  do  business  in  Canada  believe  that, 
if  they  had  been  wronged  under  Canadian  law,  they  can  go  to  Ca- 
nadian courts  and  get  justice. 

One  of  the  selling  points  for  the  Mexican  inclusion  is  that  Presi- 
dent Salinas  has  gone  a  long  way  to  changing  what,  for  want  of  a 
better  term,  would  be  the  old  Mexican  style.  He  clearly  has  dena- 
tionalized industries.  He  has  opened  up  the  opportunity  for  invest- 
ment, for  repatriation  of  dollars;  that  there  has  been  a  significant 
shift  in  Mexico  under  this  President. 

But  when  you  focus  on  a  couple  of  areas  that  seem  to  have  not 
been  concluded  in  a  way  that  most  of  us  feel  would  have  been  fair 
or  equitable,  and  I  will  use  the  flat  glass  and  the  wine  question, 
it  looks  like  there  may  be  a  touch  of  old  Mexico  involved  in  terms 
of  the  power  structure,  the  inside  dealing,  and  the  family  arrange- 
ments. 

To  the  degree  that  becomes  a  part  of  the  discussion  about  wheth- 
er or  not  we  approve  NAFTA,  it  brings  up  that  whole  spectrum  of 
justice  under  tne  law,  whether  or  not,  in  fact,  Mexico  has  changed, 
and  I  think  that  is  an  underlying  current  that  you  are  going  to 
have  to  appreciate  as  you  deal  with  the  specifics,  because  I  think 
we  need  some  assurances  from  the  Mexican  Government  about  the 
opportunity  to  revisit  areas  that  perhaps  haven't  been  cleared  up 
in  the  first  round. 

To  that  point,  let  me  finish  then  by  pointing  out  another  example 
of  some  of  our  friends  who  have  decided  they  want  to  raise  money 
by  transactional  taxes.  I  don't  understand  why  we  even  talk  about 
a  structure  which  will  punish  those  people  who  are  doing  what  we 
want  them  to  do,  and  that  is  trade  across  the  border. 
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I  think  you  might  want  to  focus,  for  example,  in  urging  the  Mexi- 
cans to  look  long  and  hard  at  user  fees.  So  that,  if  you  have  got 
a  German  company  or  a  Japanese  company  coming  into  Mexico 
producing  products,  perhaps,  in  part  for  a  cross-border  trade  where 
you  could  pick  them  up  on  a  transactional  tax,  they  are  going  to 
be  doing  a  lot  of  production  inside  Mexico  and  in  the  environmental 
quality  area,  where  a  user  fee  would  pick  up  everyone.  Because, 
again,  let's  be  honest,  when  we  talk  about  environment  and  labor, 
it  isn't  on  our  side  of  the  border  that  we  are  trying  to  focus  the  ad- 
justments in  large  part.  It  is  inside  Mexico. 

I  do  hope  that  we  don't  shoot  ourselves  in  the  foot  in  terms  of 
our  search  for  money  by  doing  things  that  are  very  shortsighted 
that,  in  fact,  discourage  the  very  thing  we  are  trying  to  promote, 
but  that  we  urge  the  Mexican  Government  to  continue  to  show  us 
by  their  deeds  rather  than  their  words  that  it  is  a  new  Mexico.  It 
isn't  the  old  one. 

Ambassador  Kantor.  I  appreciate  that,  Mr.  Thomas.  Let  me  just 
refer  to  one  aspect  of  your  very  accurate  and  articulate  statement. 

First  of  all,  I  don't  see  this  as  a  partisan  job  and  don't  intend  to 
act  in  that  way.  In  fact,  some  in  your  party  might  be  disappointed 
given  my  record  in  California  that  I  am  not  partisan  anymore.  That 
is  a  joke,  only  you  and  I  and  Mr.  Matsui  might  understand. 

Number  two,  in  terms  of  the  Mexican  court  system,  there  has 
been  an  administrative  tribunal  system.  It  is  one  in  which  we  are 
taking  a  very  close  look  at.  Let  me  be  careful  here,  but  let  me  say 
very  pointedly  that  in  the  NAFTA  itself  there  are  some  very  inter- 
esting commitments  on  the  part  of  the  Mexican  Government  to 
alter  their  court  system  with  regard  to  intellectual  property  rights, 
including  appealing  administrative  decisions  to  judicial  tribunals. 

It  is,  frankly,  landmark  kinds  of  commitments  on  the  part  of  the 
Mexican  Government,  and  we  are  looking  at  that  closely,  and  I  am 
sure  we  will  be  discussing  that  with  our  Mexican  counterparts  in 
these  discussions. 

You  are  right,  the  Canadians  are  a  part  of  this  as  well.  I  have 
met  with  Michael  Wilson  here.  I  have  talked  to  him  on  the  phone 
numerous  times  since  I  have  taken  office,  and  the  Canadian  Gov- 
ernment and  Trade  Minister  Wilson  have  been  very  cooperative  in 
discussions  thus  far,  and  I  think  they  will  be  hopeful  as  we  go  for- 
ward. 

Chairman  Gibbons.  All  right.  Mr.  McNulty. 

Mr.  McNULTY.  Thank  you,  Mr.  Chairman. 

Welcome,  Ambassador. 

Ambassador  Kantor.  Thank  you. 

Mr.  McNuLTY.  Let  me  be  very  direct.  My  support  for  or  opposi- 
tion to  NAFTA  will  be  largely  dependent  on  what  my  perception  is, 
at  the  time,  of  the  impact  on  jobs  here  in  the  United  States. 

It  is  a  source  of  more  than  minor  distress  to  me,  to  listen  to  some 
of  the  answers  that  you  have  given  here  this  morning  especially  to 
Mr.  Coyne — how  many  jobs  will  be  lost,  we  really  don't  know;  how 
many  jobs  will  be  gained,  we  really  don't  know  that;  what  kinds 
of  jobs  will  be  affected,  we  don't  know  that  either 

Ambassador  Kantor.  If  I  said  that,  Mr.  McNulty,  then  I  was,  as 
they  say,  misquoted. 
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The  fact  is  what  I  am  saying  is  that  24  different  studies — 24  dif- 
ferent studies — 23  of  which  say  there  will  be  a  net  gain  and  not 
a  net  loss  in  jobs,  we  will  be  glad  to  supply  every  one  of  those  stud- 
ies to  you.  I  didn't  think  it  would  be,  frankly,  worth  the  commit- 
tee's time  that  I  review  all  24  studies  here  today,  but  we  would  be 
happy  to  submit  those  for  the  record. 

Mr.  McNuLTY.  I  have  looked  at  some  of  those  studies,  too,  or  at 
least  summaries  of  them,  and  every  one  seems  to  have  different 
numbers. 

I  am  asking  you,  Mr.  Ambassador,  what  are  your  numbers?  What 
do  you  project  to  be  the  numbers  of  jobs  lost  and  the  numbers  of 
jobs  gained?  I  presume  that  you  think  there  is  going  to  be  a  net 
job  gain.  So  where  do  the  job  shifts  occur?  What  are  your  projec- 
tions? 

Ambassador  Kantor.  First  of  all,  we  need  to  work  with  the — and 
this  is  not  to  avoid  your  question.  I  will  go  at  it  very  directly,  Mr. 
McNulty.  We  have  to  work  with  the  Department  of  Commerce. 

As  you  know,  my  office  has  a  grand  total  of  164  people  to  nego- 
tiate these  agreements,  to  set  policy,  to  handle  the  enforcement  of 
our  laws  and  our  agreements  that  exist  right  now.  We  have  to  de- 
pend on  the  Department  of  Commerce  for  these  numbers.  We  will 
supply  those  to  you,  our  analysis,  this  administration's  analysis 
after  6  weeks  in  office,  as  to  what  they  will  do. 

But  let  me  say  without 

Mr.  McNuLTY.  But  it  would  seem  to  me 

Ambassador  Kantor.  Let  me  just,  if  I  might — I  am  sorry.  I 
apologize.  But  there  will  be  a  net  gain  in  jobs  as  a  result  of  the 
NAFTA  with — with  the  proper  supplemental  agreements — with  the 
proper  supplemental  agreements.  That  is  what  we  not  only  believe, 
but  we  will  substantiate  it,  and  we  will  be  happy  to  provide  you 
with  those  numbers. 

Mr.  McNuLTY.  But  it  would  seem  to  me  that  you  would  have 
wanted  to  come  to  that  conclusion  yourself  based  upon  your  analy- 
sis of  all  of  that  before  you  would  go  forward. 

In  any  event,  I  was  interested  in  the  figures  Mr.  Matsui  talked 
about,  to  which  you  kind  of  agreed,  about  the  numbers  of  jobs  that 
we  have  gained  over  the  period  of  the  last  several  years  without 
NAFTA.  Which  leads  me  to  ask  this  question:  If  we  are  doing  such 
a  great  job  right  now  with  regard  to  our  trade  with  Mexico,  and 
we  are  gaining  hundreds  of  thousands  of  jobs,  what  do  we  need 
NAFTA  for? 

Ambassador  Kantor.  Let  me  just  say  to  you,  if  we  are  doing  this 
where  tariff  barriers  remain  2V2  times  on  the  average  of  our  own 
and  nontariff  barriers  and  we  don't  have  right  now  other  aspects 
of  the  NAFTA  which  would  be  helpful  to  the  United  States  in 
terms  of  trade,  just  think  how  good  it  is  that  we  are  creating  the 
largest  free  trade  arrangement  in  the  world. 

Mr.  McNuLTY,  Well,  there  are  people  on  the  other  side  of  the 
agreement,  too:  our  trading  partners. 

Ambassador  KANTOR.  Right.  It  doesn't  necessarily  mean  this  is 
a  zero-sum  gain  or  there  has  to  be  winners  and  losers.  You  know, 
they  can  be  all  winners  in  this.  We  are  creating  over  a  $6  trillion 
free  trade  arrangement — $6  trillion — I  am  sorry — $6  trillion,  $600 
trillion — who  is  counting? 
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Mr.  McNuLTY.  I  am  counting. 

Ambassador  Kantor.  All  right.  $6  trillion.  Mr.  Matsui  is  abso- 
lutely correct,  we  have  from  $242  billion  to  $600  billion  in  trade 
with  Mexico.  They  are  the  third  largest  trading  partner  that  we 
have. 

The  fact  is  that  where  we  are  right  now  is  a  good  situation.  It 
can  be  better  by  lowering  tariff  barriers  that  are  much  higher  than 
our  own.  The  fact  is  to  raise  the  standard  of  living  in  Mexico,  to 
do  something  about  the  environment,  in  addition  to  lowering  tariff 
barriers  has  got  to  have  a  positive  effect  on  our  economy. 

Mr.  McNuLTY.  Let  me  ask  the  question  just  one  different  way. 
If  we  are  doing  so  well  now  as  far  as  job  creation  is  concerned,  and 
we  are  going  to  do  even  better  here  in  the  United  States — dramati- 
cally better  after  NAFTA — why  do  our  trading  partners  want  the 
agreement? 

Ambassador  Kantor.  Because,  as  I  indicated,  I  don't  think  it  is 
a  zero-sum  gain. 

Mr.  McNuLTY.  We  are  going  to  enact  this  thing,  and  all  of  a  sud- 
den, there  are  going  to  be  hundreds  of  thousands  of  new  jobs. 

Ambassador  Kantor.  Unless  you  assume  in  every  agreement 
someone  has  to  win  and  someone  has  to  lose,  rather  than  both  par- 
ties winning  by  real  growth  on  both  sides  of  the  border  and,  there- 
fore, not  only  real  growth  here,  but  global  growth,  if  you  assume 
this  zero-sum  gain,  then  you  are  right.  I  don't  believe  that. 

I  believe  both  economies  can  win,  if  not  all  three  economies  can 
win.  That  doesn't  mean  you  might  not  have,  as  we  have  right  now, 
a  trade  balance  in  our  favor  with  Mexico,  where  it  was  just  a  few 
years  ago,  as  you  know  better  than  I,  a  trade  deficit  with  Mexico. 
That  might  go  up  and  down  over  the  years  to  some  degree. 

The  fact  is  that  both  economies  and  both  countries  can  win  by 
this  agreement.  That  is  what  we  are  trying  to  accomplish  here,  not 
a  zero  sum  gain  where  one  wins  and  one  loses. 

Mr.  McNuLTY.  Thank  you,  Mr.  Ambassador. 

I  see  my  time  is  up,  but  I  really  would  appreciate  your  analysis 
of  the  numbers,  not  just  shipping  over  a  number  of  different  stud- 
ies from  other  people.  I  would  appreciate  what  you  think  and  what 
your  projections  are  as  far  as  the  numbers  are  concerned. 

Ambassador  Kantor.  Thank  you,  and  we  will  do  that. 

Mr.  McNULTY.  Thank  you,  Mr.  Ambassador. 

Ambassador  Kantor.  Thank  you. 

Chairman  Gibbons.  Let's  see.  Mr.  Shaw. 

Mr.  Shaw.  Did  you  call  me,  Mr.  Chairman?  I  am  sorry. 

Chairman  GIBBONS.  Did  you  want  to  go? 

Mr.  Shaw.  Yes,  sir. 

Chairman  Gibbons.  Go  ahead,  please. 

Mr.  Shaw.  I  would  like  to  join  my  colleagues  and  welcome  you. 

I  guess  it  is  your  memorization  of  batting  averages  that  makes 
you  such  a  quick  study,  but  I  am  quite  impressed  that  you  are  so 
on  top  of  the  game  here,  so  quickly  out  of  the  box. 

I  would  like  to  submit  a  question  to  you,  which  was  given  to  me 
by  another  Member,  not  a  Member  of  this  committee,  who  is  con- 
cerned about  broomcom  broom  industry,  which  is  very  labor-inten- 
sive and  would  expect  a  large  decline  in  business  due  to  the  elimi- 
nation of  tariffs  on  Mexican  brooms. 
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The  industry  expected  to  be  placed  in  the  most  import-sensitive 
category  when  considering  reductions  in  the  tariff.  However,  rather 
than  a  15-year  phaseout,  as  other  import-sensitive  industries  re- 
ceive, the  broomcom  broom  industry  received  a  12-year  phaseout. 
Even  more  importantly,  tariff  reductions  are  front-loaded,  a  30-per- 
cent cut  in  tariffs  in  1  year. 

Given  the  outcome  of  the  negotiations  and  the  fact  that  they 
were  significantly  different  from  what  the  industry  expected  to  re- 
ceive, is  there  any  possibility  of  negotiating  safeguards  against  sud- 
den import  surges  from  the  Mexican  broomcom  industry  in  any 
side  agreement? 

Ambassador  Kantor,  Two  things  in  answer  to  your  questions, 
Mr.  Shaw.  Number  one  is  that  in  the  agreement  as  it  stands  now, 
sections  801  and  802,  there  are  safeguards  against  surges  which 
would,  of  course,  protect  the  broomcom  industry  as  well  as  other 
industries,  and  they  are  very  significant  protectors. 

Number  two,  we  expect  to  negotiate  further  safeguards  against 
surges  in  supplemental  agreements,  including  the  possibility  of  an 
early  warning  system  in  order  to  protect  U.S.  industry  against  the 
kind  of  surges  that  you  are  referring. 

Number  three,  upon  implementation,  we  can  immediately,  as  I 
spoke  of  with  the  flat  glass  industry,  begin  to  look  at  in  this  con- 
nection whether  or  not  the  phasein  or  phaseout  period,  depending 
on  which  industry  we  are  talking  about,  makes  sense,  and  that  we 
can  renegotiate  legitimately  under  the  agreement  some  of  these  pe- 
riods of  time. 

Mr.  Shaw.  Thank  you. 

I  would  like  to  now  become  more  parochial  and  talk  to  you  just 
a  moment  about  something  that  we  are  concerned  with  down  in 
Florida.  There  are  obviously  winners  and  losers.  I  think,  on  bal- 
ance, that  the  trade  agreement  probably  is  good  for  the  United 
States  as  a  whole. 

However,  being  from  Florida,  I  have  to  be  very  sensitive  to  sugar. 
I  have  to  be  very  sensitive  to  particularly  citrus  and  the  fresh  fruit 
and  vegetable  industry,  and  with  the  similarity  and  the  growing 
seasons,  there  is  no  question  but  that  my  State  is  going  to  be  hard 
hit  by  Mexican  imports. 

The  United  States  fruit  and  vegetable  growers  have  expressed 
concern  that  the  agricultural  safeguards  for  the  most  import-sen- 
sitive products  is  a  volume-based  mechanism  instead  of  a  price- 
based  trigger.  Would  you  comment  on  that? 

Ambassador  Kantor.  Yes,  sir,  two  things.  First  of  all,  I  have 
agreed  to  meet  with  the  person  representing  your  industry  in  the 
very  near  future.  I  think  it  may  even  be  next  week,  and  I  under- 
stand the  concerns. 

Number  two,  obviously,  there  are  concerns  about  a  price-based 
versus  volume-based  agreement.  The  President  has  said  he  will  not 
reopen  this  agreement.  Therefore,  we  will  not  address  that  issue. 

I  think  there  are  other  ways  in  which  with  surges  and  other 
things,  801  and  802  I  just  referred  to,  that  we  can  deal  with  in 
terms  of  fruits  and  vegetables  as  well  as  citrus  in  your  State. 

I  might  also  note,  I  started  my  somewhat  checkered  legal  career 
in  Immokalee,  FL. 
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Mr.  Shaw.  Maybe  you  and  I  and  Sam  are  the  only  three  in  the 
room  who  know  where  Immokalee  is. 

Ambassador  Kantor.  Right,  right.  I  am  sure  we  are.  It  is,  for 
those  of  you  who  don't  know,  in  Collier  County,  and  it  is  the  water- 
melon capital  of  the  world.  So  I  have  some  passing  familiarity  with 
what  you  are  speaking  of,  although  at  that  point  I  was  somewhat 
on  the  other  side  of  the  issue  in  who  I  was  representing.  I  was  rep- 
resenting migrant  farmworkers  at  the  time. 

But  I  understand  the  concern.  It  is  significant.  It  is  real.  It  is  a 
concern  that,  in  fact,  has  always  been  there,  as  you  know  better 
than  I,  Mr.  Shaw,  and  I  think  what  we  can  do  is  deal  with  that 
in  the  surges  language  and  also  deal  with  it  later  under  the  re- 
negotiation feature  of  the  NAFTA  itself. 

Mr.  Shaw.  If  I  could  just  comment,  just  briefly  again,  and  this 
comes  up  all  through  the  questioning,  I  know,  but  the  environ- 
mental concerns,  it  is  very  tough  to  detect  what  type  of  insecticides 
have  been  used  or  chemicals  have  been  used  in  growing  any  of  the 
food  stuffs  that  will  be  coming  across  our  border. 

I  just  hope  that  we  will  have  the  safeguards  within  Mexico  itself 
to  be  sure  that  they  implement  proper  legislation  and  are  carrying 
it  forward  not  only  here,  but  also  in  other  industries. 

I  was  very  surprised  to  learn  that  in  the  computer  industry,  for 
instance,  the  chemicals  that  are  used  to  wash  the  boards  down,  the 
most  efficient  ones  are  outlawed  here  in  the  United  States,  and  I 
know  that  industry  wants  to  be  sure  that  it  has  a  level  playing 
field  and  that  the  same  type  of  chemicals  that  are  bad  for  our  envi- 
ronment and  outlawed  here  in  the  United  States  are  likewise  out- 
lawed once  you  get  south  of  the  border  into  Mexico. 

Ambassador  Kantor.  Part  of  the  negotiations  will  be  establish- 
ing a  charter  for  the  Environmental  Commission  in  this  case,  that 
you  are  referring  to,  that  raises  standards  in  the  continent.  Of 
course,  the  specific  issues  that  you  referred  to  in  the  computer  in- 
dustry, or,  obviously,  herbicides  and  pesticides  and  their  use  in  ag- 
riculture will  also  be  part  of  that  as  well. 

Mr.  Shaw.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  Mr.  Neal. 

Mr.  Neal.  Thank  you  very  much,  Mr.  Chairman,  and  I  apologize 
for  coming  late.  I  had  an  opportunity  to  listen  to  Mr.  Kantor  earlier 
this  morning  as  well. 

Let  me  offer  a  question  with  kind  of  a  statement  as  well.  In  New 
England,  we  have  lost  an  extraordinary  number  of  manufacturing 
jobs  over  the  last  two  decades,  and  there  is  one  fundamental  truth, 
Mr.  Kantor,  and  that  is  that  retraining  in  New  England  has  come 
to  mean  lower  wage,  and  when  we  talk  about  retraining  people,  I 
know  we  talk  about  statistics.  But  there  is  a  simple  truth,  and  that 
is  that  there  was  an  awful  lot  of  people  who  were  doing  good,  hon- 
est hard  work  in  the  manufacturing  sector  today  that  have  had  to 
settle  for  custodial  jobs,  have  had  to  settle  for  jobs  that  in  some 
cases  they  find  to  be  demeaning. 

My  thought  is,  as  we  trace  these  statistics  and  we  move  along, 
I  think  we  ought  not  to  lose  focus  of  the  fact  that  we  are  talking 
about  human  beings  and  just  not  numbers  in  the  marketplace.  I 
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bring  that  to  your  attention  to  point  out:  What  kind  of  jobs  will 
these  people  be  retrained  for? 

I  have  had  Members  of  this  House  tell  me,  just  buy  into  the 
health  care  plan,  the  single-payer  health  care  plan,  and  we  are 
going  to  retrain  all  of  those  workers  that  are  put  out  of  work,  and 
I  think  we  have  to  be  very  sensitive  as  to  where  we  are  going.  If 
you  could  offer  some  comments  on  that,  I  would  like  it. 

Ambassador  Kantor.  Yes.  I  will  try.  Obviously,  I  share  your  con- 
cern. I  tried  to  say  it  earlier.  These  are  people.  People  talk  about 
dislocation.  What  it  means,  people  lose  their  jobs.  That  is  what  that 
means. 

Mr.  Neal.  Good  jobs. 

Ambassador  Kantor.  Good  jobs.  And  this  has  happened. 

What  this  President  is  trying  to  do,  and  let  me  start  off  by  saying 
with  an  integrated  economic  plan  related  to  trade,  trade  is  just  a 
process.  It  is  part  of  a  whole  economic  package.  It  is  not  the  be- 
all  and  end-all  of  trying  to  grow  this  economy. 

We  have  got  to  enhance  and  support  our  manufacturing  base. 
That  means  stimulus.  It  means  investing.  It  means  savings  rates 
have  got  to  go  up.  It  means  we  have  got  to  do  something  about  the 
long-term  structural  deficit  in  order  to  lower  interest  rates,  in  order 
to  create  even  more  capital  for  investment  in  our  economy.  It 
means  a  permanent  R&D  investment  tax  credit.  It  means  a  num- 
ber of  things  the  President  has  talked  about,  which  I  know  you 
know  very  well  and  this  committee  knows  very  well. 

The  fact  is  unless  and  until  we  get  our  own  economic  house  in 
order  structurally,  whether  it  is  investment  or  educating  our  people 
or  doing  something  about  long-term  deficit,  we  are  not  going  to  be 
able  to  go  to  our  trading  partners  and  say  to  the  Japanese,  for  in- 
stances, "Stimulate  your  economy.  Open  your  trading  regimes  com- 
parably to  ours;"  say  to  the  Germans,  'Tou  must  lower  your  inter- 
est rates  because  Europe  is,  of  course,  at  zero  growth,  as  you  know 
very  well,  in  order  to  growth  this  global  economy." 

Truly,  Mr.  Neal,  we  are  in  a  global  economy.  $1.6  trillion  in 
1992 — about  $1  out  of  every  $4  was  related  to  trade,  either  mer- 
chandise trade,  services,  or  investment.  That  is  a  sea  change  in  the 
American  economy. 

If  we  can't  get  our  own  house  in  order,  as  this  President  has  fo- 
cussed  on  and  I  know  this  Congress  is  going  to  help  him  to  do,  then 
we  are  not  going  to  be  able  to  deal  effectively  with,  one,  maintain- 
ing and  building  on  our  manufacturing  base,  supporting  our  middle 
class,  providing  good  jobs,  as  you  correctly  point  out,  and  not  hav- 
ing training  and  assistance  programs  that  lead  nowhere.  That  is 
just  a  truth,  a  central  truth  in  what  we  are  doing. 

Now,  it  is  not  going  to  happen  overnight,  as  you  know  and  I 
know,  but  we  have  got  to  start  now,  and  I  think  this  President  is 
making  a  valiant  and  important  and  credible  and  supportable  ef- 
fort to  do  that,  and  I  know  this  Congress  will  support  him  in  reach- 
ing that. 

So,  as  we  move  forward — and  this  trade  can  be  part  of  the  proc- 
ess in  helping  by  opening  markets,  expanding  trade,  keeping  good 
jobs  available  here  at  home  by  enhancing  our  manufacturing  base, 
and  that  is  what  we  are  about. 
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Let  me  give  you  one  example.  The  semiconductor  agreement  with 
Japan  comes  up  next  week.  We  will  get  the  figures  from  the  fourth 
quarter.  There  is  all  kinds  of  estimates  whether  or  not  they  are 
going  to  reach  a  20-percent  figure  on  expected  foreign  semiconduc- 
tor penetration  into  Japan. 

Our  job  would  be  to  make  sure  that  agreement  is  lived  up  to. 
Truly,  that  is  one  of  the  great  building  blocks  for  a  manufacturing 
base  here  in  the  future  is  the  semiconductor  industry. 

So,  as  we  go  forward  in  doing  that,  the  President  is  trying  to  lead 
the  world  in  global  growth  and  work  with  the  Congress  in  trying 
to  reach  these  structural  problems  that  we  have,  and  then  we 
ought  to  insist  our  trading  partners  follow  along. 

Mr.  Neal.  In  my  previous  life,  I  had  bargained  a  lot  of  contracts 
with  thousands  of  public  employees.  There  is  nothing  that  sours  a 
relationship  more  than,  after  an  agreement  has  been  reached,  one 
side  believing  down  the  road  that  they  have  "had"  the  other  side 
or  one  side  believing  they  have  "been  had"  in  the  process.  That 
sours  long-term  relationships. 

And  could  you  shed  a  little  bit  of  light  on  the  side  agreements — 
I  know  my  time  is  quickly  running  out — that  are  currently  under 
your  scrutiny? 

Ambassador  Kantor.  Well,  yes.  Let  me  say,  obviously,  you  would 
always  want  people  to  walk  away  from  any  negotiation  believing 
everyone  had  won  rather  than  everyone  had  either  lost  or  one  side 
got  the  better  of  the  other. 

I  have  been  struck  by  the  Mexican  Government's  characteriza- 
tion of  these  discussions  and  negotiations  as  they  are  beginning 
next  week.  They  have  characterized  them  as  collaboration,  not  ne- 
gotiation. 

The  Canadian  Government  has  been  very  forthcoming  in  under- 
standing these  supplemental  agreements  can  be  very  helpful  to  all 
three  countries  in  terms  of  raising  standards  of  living  in  all  three 
countries,  in  fact.  That  is,  I  think,  something  we  all  agree  upon. 

But  the  one  thing  we  don't  want  to  do,  of  course,  is — and  it  was 
Mr.  Matsui  who  spoke  about  it  very  eloquently  earlier — is  to  tread 
on  sovereignty  or  to  exercise  super  national  powers  in  these  com- 
missions that  would  make  them  both  ineffective  and  unfortunate 
not  only  for  our  trading  partners,  but  for  us  as  well. 

So,  as  we  look  at  accepting  petitions,  reviewing  petitions,  asking 
for  information,  requesting  action  or  demanding  action  on  the  part 
of  any  government  with  regard  to  problems  in  these  areas,  you 
want  to  be  careful  that  what  is  sauce  for  the  goose  is  sauce  for  the 
gander.  We  have  to  live  with  these  agreements  as  well. 

So  what  we  want  is  agreements  with  teeth,  agreements  that 
would  make  a  difference,  they  are  concrete,  they  are  going  to,  in 
fact,  harmonize  up  standards  in  North  America  without  doing  the 
opposite. 

Mr.  Neal.  Thank  you.  And  just  a  reminder,  in  2  years  everybody 
on  this  panel  will  be  recalling  your  batting  average. 

Ambassador  Kantor.  I  hope  they  don't  recall  my  real  batting  av- 
erage when  I  was  playing  ball.  That  is  all  I  hope. 

Mr.  Neal.  Thank  you. 

Chairman  Gibbons.  Sander. 
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Mr.  Levin.  Thank  you.  Welcome,  and  thank  you,  Mr.  Chairman, 
for  the  policy  of  letting  participate  we  who  are  members  of  the  full 
committee,  but  not  the  subcommittee. 

Mr.  Kantor,  just  so  this  point  is  clear  on  the  supplemental  agree- 
ments, on  the  bottom  of  page  3,  you  say,  **We  will  pursue  these 
supplemental  agreements  vigorously.  We  will  not  sacrifice  sub- 
stance for  speed.  We  will  not  ask  you,  Congress,  to  vote  on  NAFTA 
implementing  legislation  until  these  supplemental  negotiations  re- 
sult in  full  and  effective  agreements  with  benefits  that  you  can  as- 
sess." I  take  it  you  want  everybody  to  hear  that  clearly  and  loudly. 

Ambassador  Kantor.  Yes,  sir,  we  do. 

Chairman  Gibbons.  Mr.  Levin,  could  I  interrupt  just  a  moment, 
administratively.  As  soon  as  your  time  is  expired,  we  will  dismiss 
Mr.  Kantor  and  go  to  the  next  set  of  witnesses.  Then  we  can  all 
go  answer  the  quorum  call. 

Mr.  Levin.  Thank  you. 

Mr.  Kantor,  I  think  that  it  is  important  that  it  be  heard  loudly 
and  clearly  because  I  do  think  that,  if  there  are  not  broad-based 
and  meaningful  supplemental  agreements  that  relate  to  real  prob- 
lems, NAFTA  is  doomed  in  this  place. 

Let  me  just,  if  I  might,  discuss  with  you  for  a  few  minutes  the 
data  on  page  2  about  our  merchandise  exports  having  grown  from 
$14  to  $40  billion.  I  think  this,  if  I  might  say  so,  is  the  nub  of  the 
problem. 

Those  data  are  correct.  Forty  percent,  more  or  less  of  that  in- 
crease, if  the  CRS  study  of  early  1992  is  correct — it  only  went 
through  1989,  but  if  that  is  correct,  40  percent  of  that  trade  in- 
volved goods  exported  into  maquiladora  factories  and  then 
reimported  to  the  United  States  as  finished  goods. 

The  growth  of  the  maquiladora  factories  was  very  striking  over 
the  last  6  or  7  years.  For  example,  from  1985  to  1992,  the  employ- 
ment in  these  factories  more  than  doubled  and  now  approximates 
500,000.  According  to  the  Mexican  Secretariat,  the  electric  and 
electronics,  transportation  equipment,  and  textiles  and  apparel  sec- 
tor are  the  three  largest  projected  growth  industries,  in  terms  of 
factories  within  Mexico. 

You  have,  as  some  of  us  saw  on  Friday,  very  poor  conditions  in 
Mexico,  wages  of  $1.25  an  hour,  in  these  industries  that  are  taking 
materials  from  the  United  States,  finishing  them,  and  shipping 
them  back  with  no  tariff  except  on  the  labor  added.  All  of  us  need 
to  look  at  these  stark  realities  and  get  away  from  the  old  polarized 
talk  about  protectionism  versus  free  trade,  and  get  away  from  all 
of  these  old  terms.  I  voted  for  United  States  and  Canada.  I  want 
more  trade  provided  that  is  on  a  basis  that  is  sound  for  the  United 
States. 

As  the  President  has  said  in  North  Carolina,  in  essence,  we  could 
be  exporting  goods  to  Mexico,  but  also  jobs,  and  that  is  why  we 
have  talked  about  the  surge  language,  et  cetera,  and  I  would  ap- 
preciate, if  you  have  just  a  minute,  your  reacting  to  that. 

Ambassador  Kantor.  Sure.  Let  me  react  to  it  in  a  couple  of 
ways,  Mr.  Levin,  and  I  will  try  to  make  it  clear.  If  I  didn't,  I  will 
try  to  make  it  even  clearer.  And  you  and  I  have  talked  about  this, 
and  I  appreciate  your  comments  because  they  are  always  very  help- 
ful. 
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We  want  a  NAFTA  agreement  with  supplemental  agreements.  It 
makes  the  situation  substantially  better.  We  can  argue  whether  or 
not  the  increase  in  exports  and  the  increase  in  our  trade  surplus 
is  a  result  of  just  shipping  goods  to  be  finished  and  brought  back. 
Frankly,  those  are  net  figures,  and  that  is  not  what  they  are. 

We  have  had  increases,  frankly,  Mr.  Levin,  across  the  board. 
That  doesn't  mean  everything  is  perfect.  But  if  we  do  the  things 
we  have  talked  about  here  today  and  your  colleagues  and  now  you 
are  talking  about  so  eloquently,  to,  one,  lower  tariff  barriers,  lower 
nontariff  barriers,  make  sure  that  local  content  laws,  which  are 
very  strict  in  the  NAFTA,  are  adhered  to,  raise  labor  standards  in- 
cluding wages — raise  labor  standards  including  wages — raise  envi- 
ronmental standards  and  try  to  harmonize  up  throughout  North 
America,  truly,  we  can  all  be  winners.  Now,  that  is  a  tall  order,  but 
that  is  what  I  meant  on  page  3. 

We  are  not  going  to  come  back  with  meaningless  commissions, 
with  meaningless  rhetoric  about  improvement  in  the  Mexican  judi- 
cial system,  meaningless  rhetoric  about  border  cleanup,  meaning- 
less rhetoric  in  other  areas.  We  want  to  come  back  with  meaningful 
supplemental  agreements.  It  will  enhance  this  NAFTA  agreement 
and  make  it  in  the  best  interest  of  this  country  and,  I  think,  in  the 
best  interest  of  North  America. 

Mr.  Levin.  Including  in  the  import  surge  area. 

Ambassador  Kantor.  Yes, 

Mr.  Levin.  The  basic  problem  of  putting  together  two  disparate 
economies. 

Ambassador  Kantor.  And  it  is  a  real  challenge. 

Look,  let's  be  candid.  This  is  the  greatest  disparity  in  two  econo- 
mies that  have  ever  entered  into  a  free  trade  agreement.  We  all 
know  that.  It  is  a  challenge  for  us  to  come  up  with  an  agreement 
with  the  supplementals  that  make  sense  to  all  of  North  America 
including  Mexico  and  the  United  States,  but  we  are  going  to  try  to 
do  it. 

One  thing  I  might  note  on  the  surge  language  already  and  the 
NAFTA.  It  takes  into  account,  as  you  know,  employment  and  em- 
ployment dislocations,  something  I  know  you  have  noted  in  your 
testimony  today  as  I  was  reading  it  very  early  this  morning.  It  is 
something  that  we  ought  to  make  sure  we  highlight,  frankly,  in  the 
supplemental  surge  agreement,  because  I  am  as  concerned  as  you 
are  at  not  just  dislocation  of  businesses,  which  I  am,  but  dislocation 
of  jobs. 

Those  are  real  people,  as  Mr.  Neal  was  taking  about,  real  human 
beings,  and  we  have  got  to  make  sure  that  we  are  sensitive  to  what 
has  happened  in  this  country  not  just  because  of  trade  with  Mexico, 
frankly,  as  you  would  I  think  admit  and  I  admit.  It  has  to  do  with 
a  lot  of  things  we  haven't  done  right  economically  over  the  last  12 
years. 

Mr.  Levin.  Thank  you. 

Chairman  Gibbons.  Thank  you,  Mr.  Levin.  Thank  you. 

Mr.  Levin.  Thank  you,  Mr.  Chairman. 

Chairman  GIBBONS.  Mr.  Andrews  is  going  to  Chair. 

Mr.  Andrews  [presiding].  Good  morning,  Mr.  Ambassador.  Let 
me  just  say  how  pleased  I  am  that  you  have  taken  this  job  and  how 
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impressed  I  am  with  your  able  staff.  Attracting  Ambassador  Yerxa 
back  from  Geneva  is  no  small  feat,  and  you  are  to  be  congratulated. 

Ambassador  Kantor.  As  I  said  earlier  to  you,  I  have  helped  his 
cholesterol  level  though. 

Mr.  Andrews.  As  we  discussed  this  morning  at  breakfast  with 
the  other  members  of  the  Ways  and  Means  Committee,  I  have  long 
been  an  ardent  supporter  of  the  free  trade  agreement.  It  is  an  ex- 
tremely important  opportunity  for  America  and  Canada  and  Mexico 
to  seize  upon,  and  your  comments  this  morning  are  most  reassur- 
ing. I  think  this  is  a  very  important  step,  although  one  that  is  not 
filled  with  risk  along  the  way,  and  we  are  lucky  to  have  you  at  the 
helm. 

But  like  a  boat  that  we  are  about  to  push  off  shore  with  the  Ca- 
nadians and  the  Mexicans,  I  think  it  is  important  to  recognize  that 
there  may  be  a  few  leaks  in  the  boat,  leaks  that  need  to  be  re- 
paired or  plugged  before  we  set  sail,  and  the  one  area  that  I  have 
found  to  be  an  egregious  hole  in  the  boat  is  the  provisions  relative 
to  flat  glass,  where  we  simply  allow  one  major  monopoly  in  Mexico 
the  ability  to  invade  our  markets  and,  yet,  our  companies  and 
America;  specifically,  in  the  Southwest  and  Texas,  in  particular, 
which  are  restrained  from  engaging  them  competitively  because  of 
a  20-percent  tariff  that  is  due  to  not  be  phased  out  for  10  years. 

It  seems  to  me  that  this  late-night  agreement  entered  into  by  the 
administration  and  the  Mexican  leaders  just  before  the  election  of 
this  last  year  is  one  that  I  would  hope  you  would  look  at,  and  I 
am  curious  what  would  justify  in  your  opinion  such  an  agreement 
and  is  it  not  important  to  have  some  understanding  with  the  Mexi- 
can Government  before  we  sign  the  NAFTA  agreement,  when  we 
do  have  some  leverage  as  opposed  to  waiting  until  later  when  I 
think  we  would  have,  at  the  best,  less  leverage  than  we  do  now. 

Ambassador  Kantor.  I  have  already  cited,  and  you  have  heard 
me.  I  won't  reiterate  the  numbers,  and  if  those  numbers  are  wrong, 
we  will  come  back.  I  think  they  are  correct. 

With  regard  to  the  flat  glass  industry,  I  am  not  a  soothsayer  or 
a  mind  reader.  I  can't  look  into  the  intent  of  the  prior  administra- 
tion as  they  reached  agreement  on  this  particular  issue.  I  just  don't 
know  the  answer  to  your  question.  I  wasn't  in  the  room  and  you 
weren't  in  the  room,  and  we  don't  know  what  the  intent  was. 

I  note  it  was  retried  before,  I  guess,  a  Republican  convention, 
and  there  was  some  real  intensity  in  terms  of  getting  this  done. 
That  is  not  to  characterize  it  in  any  way.  It  is  one  of  those  things 
that  happens,  I  think,  at  the  end  of  negotiations  that  you  always 
have  to  be  careful  about. 

The  flat  glass  industry  is  an  important  industry.  I  think  the  flat 
glass  industry  has  done  quite  well  even  in  the  face  of  very  high 
Mexican  tariffs,  as  you  correctly  noted. 

The  phaseout  period  for  the  most  critical  parts,  as  we  noted  this 
morning,  is  over  8  years,  not  10  years,  although  in  some  other 
areas,  it  is  over  10  years.  The  fact  is  that  it  can  only  get  better, 
not  worse. 

But  my  commitment  to  the  committee  is  immediately  upon  im- 
plementation of  the  NAFTA,  to  take  this  issue  up  as  we  have  a 
right  to  do,  to  try  to  accelerate  the  tariffs,  the  diminution  in  tariffs 
in  this  particular  area,  and  we  will  do  so. 
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But  let  me  say  one  other  thing,  so  there  is  no  misunderstanding. 
To  raise  the  issue  now  might,  in  effect,  reopen  the  NAFTA  itself. 
I  know  you  don't  want  to  do  that.  This  administration  doesn't  want 
to  do  that.  If  we  did  it,  I  think  it  would  have  an  extremely  delete- 
rious effect  not  only  on  the  NAFTA  itself  and  on  the  supplemental 
agreements,  but  on  our  relations  with  Mexico  and  Canada. 

As  you  know  the  politics  of  those  two  countries  better  than  I, 
they  are  in  a  very  sensitive  stage  right  now.  We  would  not  want 
to  do  that.  But  I  think  there  are  opportunities  for  us  to  address 
this  issue  in  a  meaningful  and  concrete  manner  upon  the  imple- 
mentation of  the  agreement  itself 

Mr.  Andrews.  Well,  it  just  seems  to  me  there  ought  to  be  some- 
thing in  between,  in  between  the  whole  agreement  unraveling  and 
literally  putting  something  aside  that  appears  to  be  a  very  egre- 
gious hole  in  the  document  until  after  Congress  ratifies  the  treaty. 

Ambassador  Kantor.  One  of  the  problems — and  without  getting 
into  negotiating  strategies  and  so  on,  as  we  heard  Mr.  Shaw  talk 
about  vegetables  and  citrus,  and  I  understand  that  problem,  we 
have  talked  about  wine — we  have  talked  about  flat  glass.  We  have 
talked  about  sugar.  We  have  talked  about  brooms.  There  are  a 
number  of  industries  who  believe  they  deserve  either  more  protec- 
tion or  lower  tariffs  on  a  more  accelerated  basis  than  is  in  the 
agreement  now. 

The  other  industries,  of  course,  are  quite  happy  with  the  agree- 
ment as  it  is.  I  think  once  you  have  opened  it  for  one  industry,  I 
don't  know  how  in  the  world  I  could  resist  opening  for  other  indus- 
tries, and  I  think  it  is  something,  as  USTR,  I  would  be  very,  very 
reluctant  to  do. 

Mr.  Andrews.  Thank  you  very  much,  Mr.  Ambassador.  We  ap- 
preciate very  much  your  testimony  this  morning  before  our  commit- 
tee. 

We  are  in  the  process  of  a  vote  now  on  the  House  floor.  If  I  could 
ask  the  next  panel,  which  would  be  those  that  want  to  testify,  to 
take  their  seats  and  be  prepared  for  that  testimony  which  will  start 
within  the  next  5  minutes. 

Thank  you,  Mr.  Ambassador. 

Ambassador  Kantor.  Thank  you  very  much,  Mr.  Chairman.  I  ap- 
preciate it  very  much. 

Chairman  Gibbons  [presiding].  And  we  will  go  next  to  Mr.  An- 
drews. 

STATEMENT  OF  HON.  MICHAEL  A.  ANDREWS,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Andrews.  Thank  you  very  much,  Mr.  Chairman. 

I  have  always  been  an  ardent  supporter  of  the  free  trade  agree- 
ment, and,  like  you,  I  recognize  that  this  is  an  important  oppor- 
tunity for  our  country,  for  Mexico,  and  for  Canada  to  enter  a  new 
chapter  of  our  relationships  together,  especially  in  areas  like  south 
Texas  and  west  Texas  where  poverty  and  poor  environmental 
standards  have  greatly  hurt  our  economy  and  our  standard  of  liv- 
ing, as  they  have  on  the  southern  side  of  the  Rio  Grande. 

I  fought  for  a  tough,  strong  agreement,  and  we  are  well  on  the 
way  of  its  passage,  certainly  with  the  endorsement  of  a  new  Presi- 
dent. It  is  an  extremely  important  time  for  us. 
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I  do  want  to  call  the  attention  of  the  chairman's  subcommittee 
and  the  Committee  on  Ways  and  Means  to  what  I  think  to  be  an 
egregious  hole  in  the  negotiations  and  a  real  problem  as  it  relates 
to  one  particular  industry,  flat  glass. 

The  final  NAFTA  text  allowed  the  Mexicans  to  keep  their  very 
high  20  percent  tariff  on  all  meaningful  U.S.  flat  glass  imports. 
That  tariff  would  be  phased  out  very  slowly  over  8  to  10  years, 
while  at  the  same  time  all  United  States  tariffs  on  Mexican  flat 
glass  would  be  eliminated  immediately.  Not  surprisingly,  the  U.S. 
flat  glass  industry  has  concluded  that  they  will  be  worse  off,  not 
better  off,  if  NAFTA  is  implemented  in  its  current  form,  since  at 
least  without  NAFTA  they  could  petition  the  USTR  to  revoke  the 
Mexican  flat  glass  industry's  tariff  preference. 

In  Texas,  this  industry  not  only  accounts  for  over  3,000  jobs  in 
three  large  flat  glass  plants  and  many  smaller  fabrication  facilities, 
but  the  primary  U.S.  glass  manufacturers  are  among  the  most  sub- 
stantial buyers  of  Texas-produced  natural  gas.  Regrettably  instead 
of  leveling  the  playing  field  as  intended,  this  particular  provision 
perpetuates  an  extraordinary  tariff  advantage  for  the  Mexican  flat 
glass  industry. 

Already  Mexican-made  flat  glass  is  displacing  Texas-made  prod- 
ucts at  an  alarming  rate  throughout  the  South  and  the  West  while 
U.S.  manufacturers  have  no  way  of  defending  their  market  share 
by  exporting  into  Mexico.  In  fact,  just  yesterday — ^just  yesterday — 
I  learned  that  one  of  our  plants  in  Texas  has  lost  a  major  contract 
with  General  Motors  to  a  subsidiary  of  the  Mexican  flat  glass  con- 
glomerate. While  the  exact  outcome  of  this  contract  cancelation  re- 
mains somewhat  uncertain,  what  we  do  know  is  that  this  plant  em- 
ploys over  500  Texans,  and  their  jobs  are  now  in  jeopardy. 

The  U.S.  industry  estimates  that  thousands  of  American  flat 
glass  jobs  will  be  needlessly  lost  as  a  result,  not  because  U.S.  man- 
ufacturers are  not  competitive,  but  because  this  agreement  would 
effectively  bar  them  from  competing  on  a  level  playing  field  with 
Mexico. 

Even  U.S.  Trade  Representative  Carla  Hills  told  this  committee 
as  late  as  September  of  last  year  that  she  was  disappointed  that 
U.S.  negotiators  did  not  achieve  a  better  deal  on  flat  glass. 

Let  us  be  clear  about  this.  The  Mexican  flat  glass  industry  does 
not  need  protection.  It  boasts  one  of  the  largest  and  most  modem 
glassmaking  facilities  and  purports  to  enjoy  the  highest  profit  mar- 
gins of  any  flat  glassmaking  operation  in  the  world. 

Moreover  it  benefits  from  preferential  production  costs,  including 
labor  costs,  which  are  one-fifth  those  of  U.S.  manufacturers.  Their 
traditional  low  energy  costs  have  further  helped  them.  Mexican  flat 
glass  is  basically  one  large  company  which  enjoys  a  total  monopoly 
over  that  industry. 

I  am  not  here  today  advocating  that  we  reopen  the  text.  There 
is  a  way  to  deal  with  this  in  NAFTA,  and  that  is  simply  to  acceler- 
ate this  preferential  trade  barrier  sequence,  so  we  can  save  these 
American  jobs,  so  we  can  level  the  playing  field,  and  so  we  can  put 
American  flat  glass  companies  on  the  same  standards  as  Mexican 
flat  glass. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF 

CONGRESSMAN  MICHAEL  ANDREWS 

BEFORE  THE  HOUSE  WAYS  AND  MEANS  SUBCOMMITTEE  ON  TRADE 

MARCH  11,  1993 

Mr.  Chairman,  Members  of  the  Subcommittee,  I  want  to  thank  you 
for  this  opportunity  to  testify  on  the  North  American  Free  Trade 
Agreement . 

I  believe  that  a  well  crafted  NAFTA  could  represent  a  historic 
opportunity  to  enhance  the  relationship  between  the  United 
States,  Mexico,  and  Canada,  generating  more  exports  and  creating 
more  jobs  in  all  three  countries.   As  one  of  the  early  supporters 
of  granting  fast-track  negotiating  authority  to  President  Bush,  I 
worked  hard  to  secure  support  here  in  the  House  to  win  that 
critical  vote.   However,  like  many  others  in  the  Congress  who 
supported  fast-track,  I  have  lingering  concerns  regarding  the 
content  of  the  NAFTA  and  its  impact  upon  various  industries,  the 
environment  and  the  American  workforce.   Today,  I  would  like  to 
specifically  address  the  NAFTA 's  proposed  treatment  of  the  flat 
glass  industry. 

The  final  NAFTA  text  allowed  the  Mexicans  to  keep  their  high,  20 
percent  tariff  on  all  meaningful  U.S.  flat  glass  imports,  to  be 
phased  out  slowly  over  eight  to  ten  years,  while  all  U.S.  tariffs 
on  Mexican  flat  glass  products  that  are  currently  subject  to  the 
GSP  exemption  would  be  eliminated  immediately.   Not  surprisingly, 
the  U.S.  flat  glass  industry  has  concluded  that  they  will  be 
worse  off  if  NAFTA  is  implemented  in  its  current  form,  since  at 
least  without  NAFTA  they  could  at  least  petition  USTR  to  revoke 
the  Mexican  flat  glass  industry's  tariff  preference. 

In  Texas,  this  industry  not  only  accounts  for  over  3000  jobs  in 
three  large  flat  glass  plants  and  many  smaller  fabrication 
facilities,  but  the  primary  U.S.  glass  manufacturers  are  among 
the  most  substantial  buyers  of  Texas-produced  natural  gas. 
Regrettably,  instead  of  leveling  the  playing  field  as  intended, 
the  proposed  NAFTA  perpetuates  an  extraordinary  tariff  advantage 
for  the  Mexican  flat  glass  industry. 

Already,  Mexican-made  flat  glass  is  displacing  Texas-made 
products  at  an  alarming  rate  throughout  the  South  and  the  West, 
while  U.S.  manufacturers  have  no  way  of  defending  their  market 
share  by  exporting  into  Mexico.   In  fact,  just  yesterday  I 
learned  that  one  of  our  plants  in  Texas  has  lost  a  major  contract 
with  General  Motors  to  a  subsidiary  of  the  Mexican  flat  glass 
conglomerate  called  Vitro.   While  the  exact  outcome  of  this 
contract  cancellation  remains  uncertain,  what  we  do  know  is  that 
this  plant  employs  over  500  Texans  and  their  jobs  are  now  in 
jeopardy. 

The  U.S.  industry  estimates  that  thousands  of  American  flat  glass 
jobs  will  be  needlessly  lost  as  a  result —  not  because  U.S. 
manufacturers  are  uncompetitive,  but  because  NAFTA  in  its  current 
form  would  effectively  bar  them  from  competing  in  Mexico.   By  the 
time  the  tariffs  are  finally  eliminated,  thousands  of  flat  glass 
workers  in  Texas  and  throughout  the  South-West  may  be  permanently 
displaced  and  the  global  competitiveness  of  U.S.  manufacturers 
diminished.   Even  former  U.S.  Trade  Representative  Carla  Hills 
told  this  committee  in  September  of  last  year,  that  she  was 
"disappointed"  that  U.S.  negotiators  did  not  achieve  a  better 
deal  on  flat  glass. 
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The  Mexican  flat  glass  industry  does  not  need  protection.   It 
currently  boasts  some  of  the  world's  largest  and  most  modern 
glass-making  facilities  and  purports  to  enjoy  the  highest  profit 
margins  of  any  flat  glass-making  operation  in  the  world. 
Moreover,  it  benefits  from  preferential  production  costs, 
including  labor  costs  which  are  one  fifth  those  of  U.S. 
manufacturers,  and  traditionally  low  energy  costs  from  the 
government  supplier.   This  energy  cost  differential  will  become 
acute  if  the  Administration's  proposed  BTU  tax  is  implemented, 
since  energy  costs  are  the  single  largest  production  cost  in  flat 
glass  manufacturing. 

I  am  not  here  today  advocating  that  we  re-open  the  text  of  the 
NAFTA — this  would  be  a  serious  mistake.   What  I  am  seeking, 
however,  is  fair  treatment  and  tariff  reciprocity  for  an  industry 
that  accounts  for  over  100,000  jobs  in  the  United  States. 

There  is  a  clause  in  the  proposed  NAFTA  that  provides  for 
acceleration  of  tariff  reduction  rates,  if  both  parties  agree. 
Clearly,  the  Mexicans  will  have  no  incentive  to  accelerate  the 
tariffs  on  flat  glass,  unless  the  President  obtains  their 
commitment  to  do  so  before  the  NAFTA  is  implemented.   It  is  my 
understanding  that  including  this  acceleration  clause  will  not 
require  any  change  to  the  existing  NAFTA  text  and  I  hope  that  the 
negotiators  seriously  consider  this  option. 

The  NAFTA  is  an  enormous  opportunity  for  us  to  create  jobs, 
generate  economic  growth  and  increase  the  standard  of  living  in 
the  United  States,  Canada  and  Mexico.   If  we  are  innovative,  we 
can  work  together  to  build  upon  the  progress  already  made  in  the 
initial  negotiations  and  present  an  agreement  that  is  good  for 
our  environment,  good  for  our  workers  and  good  for  our  economy. 
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Chairman  Gibbons.  Thank  you. 
Mr.  Levin. 

STATEMENT  OF  HON.  SANDER  M.  LEVIN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MICHIGAN 

Mr.  Levin.  Thank  you,  Mr.  Chairman. 

I  welcome  the  opportunity  to  join  you.  I  am  not  here  for  any  par- 
ticular interest  or  any  particular  industry,  Mr.  Chairman.  I  am 
here  because  this  agreement  would  essentially  put  together  two 
very  disparate  economies.  It  has  not  been  done  before.  The  Euro- 
pean Community  came  the  closest;  they  took  very  special  steps  in 
terms  of  integrating  the  Spanish  and  Portuguese  economies  with 
the  rest  of  Europe.  The  differentials  there  were  much  smaller  than 
exist  here. 

And  I  want  us  to  look  at  real  problems  about  real  people  and 
come  up  with  real  answers.  I  do  not  think  the  answer  is  to  fall 
back  on  a  lot  of  the  rhetoric  of  protectionism  versus  free  trade.  I 
think  instead  the  answer  is  to  look  at  what  the  problems  are,  do 
it  realistically,  and  try  to  come  up  with  some  specific  answers. 

This,  I  think,  was  the  spirit  within  which  the  President-to-be 
spoke  in  North  Carolina.  He  made  it  clear  that  he  would  negotiate 
supplemental  agreements  relating  to  labor  conditions  and  related 
problems  of  the  environment  and  import  surges. 

As  I  said  at  the  hearing  earlier,  if  the  supplemental  agreements 
are  broadbased  and  address  real  problems,  the  NAFTA  can  pass. 
If  not,  I  think  it  is  going  to  fail. 

I  was  in  Tijuana  last  Friday  looking  at  maquiladora  factories. 
The  disparities  between  our  two  economies  were  so  clear.  At  $1.25 
an  hour  in  a  factory  that  we  visited  unannounced,  young  workers, 
many  of  them  with  false  IDs,  mostly  young  workers,  mostly 
women,  you  had  conditions  on  the  job  that  would  not  be  acceptable 
in  this  country.  We  talked  to  workers  there,  and  it  was  clear  that 
the  Mexican  law  about  the  right  of  people  to  organize  in  that  place, 
anjrway,  is  really  an  empty  promise. 

In  essence,  what  we  are  trying  to  do  through  the  NAFTA  is  to 
integrate  late  20th  Century  productive  processes  and  early  20th 
Century  living  and,  in  some  cases,  working  conditions. 

Some  have  responded  to  this  by  saying:  Well,  Mexican  workers 
will  not  be  as  productive  as  their  American  counterparts.  In  that 
factory  and  others — and  there  are  450,000  working  in  maquilas, 
that  is  not  true.  Mexican  workers  can  be  productive  like  American 
workers. 

It  is  also  said  that  wages  will  naturally  follow  productivity.  That 
has  not  been  true,  Mr.  Chairman,  in  real  life  in  Mexico. 

It  has  been  said,  well,  investment  will  flow  inexorably,  so  why 
bother?  That  is  the  problem.  I  think  we  need  to  bother. 

It  is  said,  well,  if  American,  U.S.  companies  do  not  go  to  Mexico, 
they  will  go  to  China.  But  that  is  too  simplistic  an  answer  to  the 
issue  of  putting  together  disparate  economies. 

This  administration,  unlike  its  predecessor,  in  my  judgment,  has 
taken  its  head  out  of  the  sand  and  has  said  we  are  going  to  take 
a  real  look  at  these  real  problems  of  putting  together  two  very  dis- 
parate economies,  and  we  are  going  to  do  it  through  supplemental 
agreements  that  relate  to  these  real  problems. 
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I  know  that  my  testimony  is  fully  in  the  record,  Mr.  Chairman. 
I  have  suggested  in  my  testimony  a  number  of  things  that  can  be 
done. 

I  think  we  need  to  look  at  the  import  surge  language  and  see  if 
it  will  respond  adequately,  if,  in  placing  together  these  two  econo- 
mies, there  indeed  is  major  dislocation  in  this  country.  It  is  foolish 
for  us  to  think  that  as  a  result  of  the  maquilas  in  Mexico  there  has 
been  no  displacement. 

In  the  motor  vehicle  industry,  there  are  now  100,000  jobs  in 
Mexico.  One  can  argue  aggregate  figures.  For  me,  the  question  is: 
What  are  these  figures  like  when  you  disaggregate  them? 

So  we  have  to  look  at  the  problems  of  potential  surges.  The 
Trade  Ambassador  said  that  perhaps  we  had  to  look  at  some  kind 
of  monitoring  device.  I  think  we  also  have  to  look  at  the  way  that 
the  NAFTA  reacts  in  terms  of  specific  industries  and  also  how  we 
respond  in  this  country. 

I  also  suggest  in  my  testimony  that  we  make  sure  that  the  com- 
missions have  real  enforcement  powers.  There  have  to  be  trade 
sanctions  that  are  applicable  where  there  are  violations  of  environ- 
mental standards  and  workers'  rights  standards. 

Those  are  just  some  of  the  suggestions  that  I  have  made.  I  want 
to  close  with  this  statement,  if  I  might. 

Some  people  may  try  to  categorize  the  interest  of  people  who  are 
worried  about  the  potential  treaty  as  narrow  or  self-interest.  I  have 
heard  that  language  today  from  some  of  my  colleagues.  I  just  want 
to  tell  them:  It  is  not  true;  it  is  not  true. 

American  workers  in  this  country  in  the  decade  of  the  1980s  lost 
ground  in  real-dollar  terms — lost  ground.  For  much  of  middle-in- 
come America,  income  shrank  in  the  1980s.  For  many,  many  busi- 
nesses in  the  1980s,  it  was  out-of-business.  And  this  is  not  a  re- 
gional problem;  it  is  a  national  problem. 

And  we  have  to  have  the  sense,  as  we  attempt  to  put  together 
these  two  disparate  economies,  to  ask  the  question:  What  is  in  it 
for  American  workers  and  American  businesses?  If  that  is  narrow 
interest,  I  do  not  know  what  broad  interest  is.  That  is  not  self-in- 
terest; it  is  American  interest.  And  I  think  that  the  Trade  Rep- 
resentative is  going  to  proceed  on  this  basis.  He  has  promised  that 
the  supplemental  negotiations  will  be  meaningful.  We  want  to 
work  with  him.  If  they  are  meaningful,  that  is  one  thing;  if  they 
are  not,  that  will  be  something  very  different. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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I  want  to  congratulate  you,  Mr.  Chairman,  for  holding  these 
hearings.   They  are  both  timely  and  important. 

As  we  prepare  to  negotiate  the  NAFTA  supplemental 
agreements,  it's  time  to  acknowledge  what  the  public  has  already 
sensed:   That  NAFTA  poses  challenges  that  may  not  fit  within 
traditional  economic  theories  or  existing  institutional 
frameworks . 

NAFTA  is  more  than  a  collection  of  tariff  reductions.   It  is 
an  attempt  to  merge  two  disparate  economies,  with  wide  gaps  in 
wages,  hours,  working  conditions  and  environmental  regulations. 
If  it  is  to  serve  all  parties  well,  it  must  be  designed  boldly, 
to  avoid  painful  dislocations  and  exploitation. 

The  dangers  presented  by  the  alternative — pushing  through 
this  unprecedented  integration  unplanned — are  visible  to  anyone 
willing  to  look  at  them,  as  a  group  of  us  in  the  House  did  last 
Friday  in  Tijuana.   We  saw  in  Tijuana,  as  I  had  seen  earlier  in 
Matamoros,  some  striking  and  unmistakable  disparities. 

*  Modern  factories  and  the  one-room  hovels  next  to  them, 
where  Maguiladora  workers  live  without  indoor  plumbing. 

*  Total  wage  packages  of  $1.25  per  hour  for  detailed, 
technical  work  that  in  the  United  States  would  command  ten  times 
that  amount. 

*  Young  workers  who  had  altered  the  age  on  their  IDs  to  get 
a  factory  job. 

*  Toxic  chemicals  that  are  dumped  into  waterways  that  flow 
through  both  Mexico  and  the  United  States. 

*  Workers  who  have  no  faith  in  powerless  unions  that  are 
controlled  by  the  government. 

*  The  comments  of  a  multinational  corporate  executive,  who 
recommended  Mexico  and  its  low  wages  to  any  labor-intensive 
business  with  more  than  500  workers. 

What  is  being  integrated  on  the  border  are  late-20th  Century 
productive  processes  with  early-20th  Century  living  conditions 
and  wages — a  situation  that  can't  be  explained  by  facile 
theories.   These  false  assumptions  include  the  following: 

*  Mexican  workers  will  never  be  as  productive  as  their  U.S. 
counterparts .   But  we  were  told  last  week  that  workers  in  Sanyo's 
border  facility  are  just  as  productive  as  the  company's  U.S. 
workers.   Auto  workers  in  Ford's  Hermosillo  plant  are  considered 
among  the  industry's  most  productive  in  North  America — yet  they 
earn  less  than  one-tenth  the  salary  of  their  counterparts  to  the 
north . 

*  Wages  will  naturally  follow  productivity.   But  that  hasn't 
happened  for  the  450,000  Maquiladora  workers,  and  Mexico  lacks 
the  strong  labor  and  political  institutions  that  would  ensure 


such  an  evolution. 

*  Investment  flows  have  already  shifted  inexorably  toward 
Mexico.   This  argument  acknowledges  a  problem  without  offering  a 
solution.   In  fact,  Mexico's  primary  strategy  in  the  NAFTA  has 
been  to  meOce  foreign  investment  so  secure  that  it  will  increase 
dramatically,  not  to  increase  two-way  trade. 

*  If  companies  must  use  low-wage  labor,  they  are  better  off 
B9Yinq  t<?  MgXiCQ  th^n  Thailand  or  Phin?.   The  issue  is 
investment  in  our  future,  not  geography.   When  the  Japanese 
integrate  less-expensive  labor  from  other  countries,  they  are 
careful  to  structure  it  so  that  key  manufacturing  processes 
remain  in  Japan.   U.S.  policy  makers  have  not  thought  so 
strategically  in  setting  up  our  own  integration. 

The  Bush  Administration  approached  the  task  of  merging  two 
disparate  economies  with  a  combination  of  calculation  and 
blindness — a  crass  calculation  that  NAFTA  would  survive  in 
Congress  because  more  regions  in  the  United  States  would  consider 
themselves  winners  than  losers,  and  blind  faith  that  more  trade 
is  always  better,  no  matter  what  direction  investment  and  trade 
flow. 

Conditions  have  changed  since  then. 

More  geographic  areas  have  been  affected  by  economic 
dislocation.   Dislocation  is  taking  place  in  California  and 
Seattle  now,  not  just  the  Midwest  and  New  England. 

And  an  administration  that  had  its  head  in  the  sand  has 
been  succeeded  by  one  that  has  promised  change. 

The  NAFTA  negotiated  by  the  Bush  Administration  will  likely 
reduce  jobs  in  manufacturing  sectors  like  autos,  and  it  will  make 
things  worse  for  industries  like  flat  glass,  where  U.S.  companies 
will  be  frozen  into  a  considerable  tariff  disadvantage  for  almost 
a  decade.   As  drafted,  I  believe  it  is  unacceptable  to  a  large 
percentage  of  the  Congress. 

The  so-called  "parallel  talks"  on  labor  and  the  environment 
undertaken  by  the  Bush  Administration  were  mostly  a  smoke  screen 
designed  to  fulfill  a  congressional  requirement  for  giving  the 
Bush  administration  fast  track  authority. 

The  supplemental  agreements  the  Clinton  Administration 
begins  negotiating  next  week  must  be  much  more  than  that.   They 
must  be  a  vehicle  for  connecting  two  economic  systems  in  a 
careful  manner — one  that  benefits  both  parties.   If  not,  Mexico 
will  remain  a  low-wage  island  in  high-wage  North  America.   And 
NAFTA  will  become  what  so  many  among  the  public  fear — an 
Instrument  to  erode  living  standards  in  the  United  States. 

President  Clinton  acknowledged  the  importance  of  negotiating 
substantive  supplemental  agreements  in  his  North  Carolina  speech 
last  fall.   He  also  stated — with  insight  not  exhibited  by  his 
predecessor — that  NAFTA  cannot  be  viewed  in  isolation,  that  it 
must  be  integrated  within  a  broader  economic  vision  for  the 
nation,  and  a  plan  for  revitalizing  the  manufacturing  sector. 

How,  then,  should  we  respond  to  the  disparities  and 
contradictions  that  are  so  visible  at  any  stop  along  the  border? 

The  European  Community  showed  imagination  and  sensitivity  to 
these  issues  when  facing  the  challenges  of  incorporating  Spain 
and  Portugal  into  the  EC — a  union  of  economies  that  are  far  less 
disparate  than  those  of  the  United  states  and  Mexico. 

I  would  like  to  offer  a  series  of  options  as  a  way  of 
responding  to  the  problems  posed  by  such  an  integration  in  North 
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America: 

*  NAFTA  safeguards  provisions  should  be  tied  as  closely  as 
possible  to  job  losses  in  particular  sectors,  not  just  changes  in 
imports.   Remedies  for  import  surges  should  be  adequate  to  give 
industries  temporary  breathing  room.   A  "snapback"  to  the  pre- 
NAFTA  tariff — which  is  the  relief  currently  provided  in  NAFTA — 
will  in  many  cases  not  be  enough.   In  a  word,  there  must  be 
additional  safeguards  against  import  surges  and  major  economic 
dislocation. 

*  The  U.S.  government  should  identify  those  industries  in 
which  NAFTA  will  most  likely  cause  job  loss,  and  target  job, 
training  and  investment  programs  toward  those  industries  and 
regions.   This  should  happen  before  large  numbers  of  workers  lose 
their  jobs,  and  should  tap  not  only  an  adequately  funded 
adjustment  program  but  also  the  manufacturing  and  technology 
components  of  the  Clinton  investment  package. 

*  The  U.S.  government  should  intensify  export-promotion 
efforts  for  U.S.  businesses  that  want  to  ship  products  to  Mexico, 
perhaps  by  creating  a  "commercial  center"  there  as  envisioned  by 
legislation  enacted  last  year. 

*  Specific  NAFTA  proposals  should  be  integrated  with  other 
U.S.  trade  policies.   For  example,  NAFTA  North  American  content 
requirements  won't  help  U.S.  firms  sell  to  Japanese  companies 
anywhere  in  North  America  if  Japanese  keiretsu  relationships  make 
it  impossible  for  traditional  U.S.  firms  to  do  business  with 
Japanese  transplants. 

*  NAFTA  provisions  that  clearly  place  competitive  U.S.  firms 
at  a  long-term  disadvantage — such  as  those  relating  to  flat 
glass — should  be  re-examined.   In  the  case  of  flat  glass,  tariff 
reduction  can  be  accelerated  without  reopening  the  original 
NAFTA  text. 

*  Commissions  designed  to  investigate  and  settle 
environmental  and  workers  rights  issues  will  serve  little  purpose 
if  they  have  no  real  enforcement  power.   Proposals  to  create 
North  American  environmental  or  workers  rights  standards  must 
not  lower  standards  in  any  country.   Workers  rights — such  as  the 
right  to  organize  and  freedom  of  association — should  be  monitored 
in  NAFTA  countries.   The  proceedings  of  NAFTA  commissions  should 
be  as  open  as  possible  to  the  input  of  interested  individuals  and 
groups . 

*  Special  attention  must  be  paid  to  linking  improvements  in 
Mexican  wage,  child  labor  and  workplace  standards  laws  with 
increases  in  productivity  and  investment  there.   Without  such 
provisions,  Mexican  workers — who  currently  have  only  weak  labor 
representation — will  not  share  in  any  economic  gains  and  U.S. 
workers  will  not  be  able  to  compete  with  low-wage  labor. 

*  Trade  sanctions  on  goods  produced  in  violation  of 
environmental  and  workers  rights  standards  should  be  strongly 
considered  as  a  way  to  raise  standards  in  all  countries  and 
compensate  for  unfair  competitive  advantages  created  by  lax 
regulatory  enforcement. 

*  Policies  designed  to  discourage  the  Maquiladora  model  from 
becoming  the  norm  in  Mexico  should  be  considered,  including 
Majority  Leader  Gephardt's  Code  of  Conduct  proposal. 

*  The  process  of  negotiating  the  supplemental  agreements 
should  be  as  open  as  possible  to  groups  that  understand  the 
complicated  environmental,  labor  and  health  and  safety  issues 
under  discussion. 

If  the  supplemental  agreements  are  broad  based  and  respond 
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to  real  problems,  NAFTA  will  pass  the  Congress.   If  not,  NAFTA 
will  be  defeated. 

Some  will  argue  that  the  United  States  risks  being 
perceived  as  interfering  with  another  country's  sovereignty  by 
demanding  too  much  from  the  supplemental  agreements.   But  raising 
the  banner  of  Mexican  sovereignty  cannot  result  in  lowering  the 
standard  of  living  in  the  United  States.   In  my  view,  we  risk 
even  more  if  we  disregard  either  the  linkage  between  these  issues 
and  trade  or  the  importance  of  fitting  NAFTA  into  broader  trade 
and  economic  policies  that  create  jobs  in  the  United  States. 

Finally,  I  caution  my  colleagues  in  Congress  and  the 
administration  against  drifting  back  into  the  polarization  that 
characterized  trade  policy  for  the  past  decade.   That  stand-off — 
with  its  hyperbole  and  labelling — contributed  to  a  trillion 
dollars  in  trade  deficits  and  a  dearth  of  serious  economic  policy 
making.   Just  as  we  must  move  forward  with  economic  growth 
policies  at  home,  we  must  move  forward  on  policies  that  affect 
how  we  do  business  around  the  world. 
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Chairman  Gibbons.  Thank  you,  Mr.  Levin. 
Ms.  Kaptur. 

STATEMENT  OF  HON.  MARCY  KAPTUR,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OHIO 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman. 

It  is  a  pleasure  to  address  this  subcommittee  again,  including  my 
colleagues — Mr.  Coyne,  Mr.  Hoagland,  and  Mr.  McNulty,  and  all 
the  members  who  I  know  will  read  our  testimony. 

The  dream  of  a  unified  North  American  market  with  Mexico, 
Canada,  and  the  United  States  in  trade  partnership  is  certainly  an 
appealing  dream.  And  clearly  the  goal  of  such  a  unified  market 
should  be  job  creation  and  higher  standards  of  living  for  citizens 
of  all  three  countries. 

But  my  testimony  today  is  really  not  about  dreams;  it  is  more 
about  reality  and  reality  checks. 

Mr.  Chairman  and  members  of  the  subcommittee,  never  before 
has  our  country  ever  entered  into  a  free  trade  arrangement  with 
a  country  as  unlike  ours  as  Mexico.  Let  us  consider  some  of  these 
differences. 

Our  nations  have  widening  disparities  in  our  standards  of  living, 
differences  in  our  approaches  to  assuring  basic  constitutional  and 
political  freedoms,  and  widely  varying  experiences  in  expanding  in- 
dividual liberties,  including  property  ownership,  small  business  en- 
terprise, banking,  and  entrepreneurship. 

Our  nations  manage  our  federated  systems  of  government  quite 
differently.  And  the  United  States,  unlike  Mexico,  has  a  long  his- 
tory of  sharing  of  the  balance  of  power  with  local  and  State  govern- 
ments. Our  private  sectors  are  impacted  in  divergent  ways  by  the 
role  of  regulatory  enforcement  by  the  public  sectors. 

Therefore,  for  our  nations  to  reap  the  mutual  benefits  of  trade 
expansion,  despite  our  different  national  histories,  trade  must  be 
part  of  a  larger  strategy  for  growth  and  change  in  Mexico  and  for 
adjustment  here  in  the  United  States  and  in  Canada,  coupled  with 
other  macroeconomic  and  related  reforms  in  Mexico.  Trade  can  be 
a  source  of  benefit  to  both  the  United  States  and  Mexico  and  hope- 
fully Canada. 

But  absent  such  a  broader  strategy,  export  expansion  by  Mexico, 
especially  into  our  country,  or  an  exodus  of  more  U.S.  jobs  to  Mex- 
ico or  more  illegal  immigration  from  Mexico  arising  from  its  agri- 
cultural sector,  which  is  in  complete  upheaval,  could  be  major 
sources  of  deepening  strains  and  relations  between  our  countries. 

Reality  Check  One:  The  State  of  Ohio  has  suffered  over  the  last 
few  years,  since  the  maquiladora  program  was  full-blown.  We  have 
lost  already  over  100,000  good-paying  jobs  from  our  communities 
into  low-wage  maquiladora  factories  and  fields  in  Mexico.  The  dam- 
age to  workers,  families,  and  small  businesses  in  my  district  and 
throughout  Ohio  has  been  severe,  and  I  will  be  submitting,  for  the 
record,  a  list  of  these  companies,  where  they  have  left  in  the  Unit- 
ed States,  where  they  have  relocated  in  Mexico,  and  the  numbers 
of  people  who  are  employed  now  in  Mexico  and  out  of  work  in  Ohio. 

One  of  the  latest  of  these  companies  is  Dura  Corp.  It  is  listed  on 
the  casualty  list  because  it  moved  to  Matamoros,  Mexico. 
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Last  week,  another  Ohio  business,  a  fourth- tier  suppUer  in  the 
automotive  industry,  came  to  see  me  here  in  Washington.  They  told 
me  that  one  of  the  Big  Three  had  pressured  them  to  move  to  Ti- 
juana to  cut  costs  10  percent,  or  lose  their  contract.  So  they  went 
down  to  Tijuana  and  tried  to  build  their  business.  They  found  that 
they  had  to  conduct  business  first  by  bribing  the  telephone  com- 

Eany  in  order  to  keep  telephone  service  connected,  and  second  by 
ribing  the  electric  utility  company. 

With  this  NAFTA,  we  are  proposing  to  expand  the  forces  that 
created  these  maquiladora  zones  in  the  first  place,  and  unless 
NAFTA  is  radically  changed,  we  will  also  be  expanding  the  worst 
effects  of  that  program. 

My  testimony  documents  the  job  loss  that  is  projected,  over 
600,000  jobs  in  our  country,  once  full  investment  in  Mexico  kicks 
in.  And  for  the  record  today,  I  would  like  to  submit  eight  provisions 
that  I  think  are  necessary  in  the  agreement. 

We  have  heard  the  administration  talk  about  two,  labor  and  en- 
vironment. I  deal  with  those  in  my  testimony,  but  I  also  talk  about 
the  additional  provisions. 

We  need  border  area  development,  including  infrastructure  im- 
provements, increased  inspection,  and  environmental  cleanup  that 
is  paid  for  the  business  interests  that  will  benefit,  using  the  pol- 
luter-pays concept. 

We  need  reforms  in  the  Mexican  financial  system,  repatriation  of 
over  $100  billion  of  capital  that  has  fled  Mexico.  We  also  need  debt 
restructuring  for  debt  that  Mexico  owes  international  bank.  This  is 
the  real  reason  Mexico  is  trying  to  get  all  this  investment,  in  order 
to  pay  off  these  loans,  and  it  is  really  incredible  to  me  that  we  do 
not  hear  about  this  when  we  discuss  this  agreement. 

We  must  have  a  dispute  resolution  mechanism  that  is  open  and 
accountable  for  all  three  nations.  I  asked  the  Secretary  of  Com- 
merce of  Mexico  the  other  day  at  breakfast,  if  a  U.S.  business  runs 
into  trouble  and  has  to  solve  that  problem,  where  does  that  busi- 
ness go  for  redress?  He  said  the  courts.  I  said:  Sir,  which  courts? 
He  said:  The  Mexican  courts.  That  is  not  good  enough  for  the  busi- 
nesses in  my  district. 

In  the  area  of  agriculture  and  migration,  I  submit  to  the  commit- 
tee that  workable  solutions  must  be  found  in  this  area.  Some  40 
percent  of  the  people  in  Mexico  currently  live  on  farms.  With  the 
reform  of  the  ejido  system,  millions  of  Mexican  peasants  are  flock- 
ing north  to  our  borders,  driving  down  wage  rates  in  Mexico,  and 
creating  enormous  problems  of  immigration  control  in  the  United 
States.  We  never  hear  about  this  issue  in  terms  of  this  trade  agree- 
ment, and  yet  it  is  part  and  parcel  of  having  a  successfully  con- 
cluded agreement. 

Two  final  points  I  think  important  to  be  in  the  agreement,  politi- 
cal and  judicial  reforms.  We  know  about  the  abuses  in  Mexican 
elections.  Just  last  week  the  New  York  Times  broke  the  story  of 
how  the  President  of  Mexico  is  accepting  $25  million  from  compa- 
nies like  Vitro  Glass,  a  monopoly  that  is  going  to  drive  out  Mike 
Andrews'  flat  glass  industry,  as  well  as  my  own.  The  President  is 
accepting  $25  million  from  the  monopoly  firms  and  oligarchical 
structures  in  Mexico  that  are  supporting  the  single-party  system 
down  there. 
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And  finally,  in  the  human  rights  area — and  I  will  end  with  this 
story — I  think  it  is  absolutely  essential  that  we  have  a  human 
rights  provision  in  this  agreement.  When  the  Government  of  Mex- 
ico shut  down  the  Pemex  plant  in  Mexico  City  last  year,  they  said 
to  us  that  they  were  doing  it  because  they  want  the  people  of  Mex- 
ico to  live  with  cleaner  air.  But  we  know  that  the  brother  of  one 
of  the  union  organizers  who  was  working  in  that  plant  for  an  inde- 
pendent union  was  kidnapped  for  2  days  by  two  plainclothesmen 
in  Mexico  City.  His  knees  were  broken  and  his  spine  was  injured 
when  he  was  returned  2  days  later.  Now  that  is  not  the  kind  of 
Government  that  I  want  to  sign  a  free  trade  agreement  with. 

I  submit  my  full  testimony  for  the  record.  I  appreciate  the  wis- 
dom of  this  committee  in  trying  to  make  relations  on  this  continent 
uphold  the  highest  standards  of  our  Constitution,  both  in  theory 
and  in  fact,  and  I  thank  you  and  the  panel. 

[The  prepared  statement  and  attachment  follow:] 
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STATEMENT  BY  CONGRESSWOMAN  MARCY  KAPTUR 

MARCH  11,  1993 

BEFORE  THE  COMMITTEE  ON  WAYS  AND  MEANS 

SUBCOMMITTEE  ON  TRADE 


INTRODUCTION 

Mr.  Chairman,  it  is  a  pleasure  to  testify  before  you  about  the 
proposed  North  American  Free  Trade  Agreement.   The  dream  of  a 
unified  North  American  market  with  Mexico,  Canada  and  the  U.S.  in 
trade  partnership  is  appealing.   After  all,  Mexica  is  the  United 
States'  third  largest  trading  partner.   Clearly,  the  goal  of  such  a 
unified  market  should  be  job  creation  and  higher  standards  of  living 
for  citizens  of  all  three  countries.   But  my  testimony  today  is  not 
about  dreams  —  it  is  about  reality  checks. 

Mr.  Chairman,  never  before  has  the  U.S.  entered  into  a  free  trade 
arrangement  with  a  country  as  unlike  ours  as  Mexico.   Let  us 
consider  some  of  these  differences.  Our  nations  have  widening 
disparities  in  our  standards  of  living,  differences  in  our 
approaches  to  assuring  basic  Constitutional  and  political  freedoms 
and  widely  varying  experiences  in  expanding  individual  liberties, 
including  property  ownership,  small  business  enterprise,  banking  and 
entrepreneurship.   Our  nations  manage  our  federated  systems  of 
government  quite  differently  and  the  U.S.,  unlike  Mexico,  has  a  long 
history  of  sharing  of  the  balances  of  power  with  local  and  state 
government.   Our  private  sectors  are  impacted  in  divergent  ways  by 
the  role  of  regulatory  enforcement  by  the  public  sectors. 

Therefore,  for  our  nations  to  reap  the  mutual  benefits  of  trade 
expansion  despite  our  different  national  histories,  trade  must  be 
part  of  a  larger  strategy  for  growth  and  change  in  Mexico,  and  for 
adjustment  here  in  the  U.S.  and  Canada.   Coupled  with  macroeconomic 
and  other  reforms  in  Mexico  and  a  viable  solution  to  the  external 
resource  problem,  trade  can  be  a  source  of  benefit  to  both  the  U.S. 
and  Mexico.   Absent  such  a  broader  strategy,  however,  export 
expansion  by  Mexico,  or  exodus  of  more  U.S.  jobs  to  Mexico,  or  more 
illegal  immigration  from  Mexico  arising  from  its  agricultural  sector 
which  is  in  upheaval,  could  be  major  sources  of  deepening  strain  in 
relations  between  our  countries. 

Let's  not  kid  ourselves,  Mr.  Chairman.   When  we  say  higher  standards 
of  living,  ordinary  citizens  know  we  mean  jobs,  jobs,  jobs.   High- 
paying,  productive  manufacturing  and  agriculture-related  jobs  that 
are  the  backbone  of  the  economy  of  my  district,  my  state  of  Ohio, 
and  our  country.   Unless  NAFTA  creates  these  jobs  in  our  country  and 
raises  the  standard  of  living  in  Mexico,  it  will  be  a  failure. 

REALITY  CHECK:   NAFTA ' s  prospects  in  this  area  are  not  good.   We 
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already  have  a  partial  free  trade  agreement  with  Mexico,  known  as 
the  maquiladora  program.   Over  the  past  decade,  my  state  of  Ohio  has 
suffered  helplessly  as  over  100,000  good-paying  jobs  hemorrhaged 
from  our  communities  into  low-wage  maquiladora  factories  and  fields 
in  Mexico.   The  damage  to  workers,  families,  and  small  businesses  in 
my  district  has  been  severe.   I  submit  for  the  record  as  Annex  1  a 
study,  "Ohio-Based  Firms  Operating  in  Mexico  as  Maquiladoras, "  which 
details  these  losses. 

REALITY  CHECK:   Dura  Corporation  and  its  hundreds  of  workers  are  on 
the  casualty  list. . .moved  to  Matamoros.   Last  week  another  Ohio 
business,  a  fourth  tier  supplier  in  the  auto  business,  came  to  see 
me  —  a  metal  stamping  business.   They  told  me  one  of  the  Big  Three 
had  pressured  them  to  move  to  Tijuana,  cut  costs  ten  percent,  or 
lose  their  contract.   They  found  in  Tijuana  that  to  conduct  business 
they  had  to  bribe  the  telephone  company  and  the  electric  utility. 
Reality  check  again. 

Now,  with  this  NAFTA,  we  are  proposing  to  expand  the  forces  that 
created  the  maquiladora  zone.   Unless  NAFTA  is  radically  changed,  we 
will  also  be  expanding  the  worst  effects  of  that  program.   We  hear  a 
lot  these  days,  from  NAFTA 's  supporters,  about  how  many  jobs  NAFTA 
will  create.   We  hear  a  lot  less  about  other  studies,  which  show 
that  NAFTA  will  cause  our  country  to  lose  up  to  600,000  jobs  by 
1999,  once  the  real  impact  of  U.S.  and  foreign  investment  is  felt 
down  there.   But  let's  forget  about  the  studies  for  the  moment,  and 
use  our  common  sense.   The  average  wage  in  manufacturing  in  Mexico 
is  one-tenth  the  average  wage  in  the  U.S.   Can  you  imagine?  —  one 
tenth.   Some  observers,  in  fact,  contend  Mexico  is  purposely 
pursuing  a  cheap  wage  policy  to  lure  investment.   Companies  have 
already  been  moving  south  to  take  advantage  of  this  disparity,  and 
NAFTA  will  accelerate  that  movement  by  removing  remaining  tariff 
barriers. 

If  any  Member  of  this  Committee  wants  to  see  what  the  effect  of 
NAFTA  will  be,  I  invite  them  to  visit  my  district,  and  tour  the 
vacant  plants  and  job  training  offices  where  people  who  used  to  earn 
full-time  wages  of  twelve  dollars  an  hour  retrain  for  part-time  jobs 
at  seven  dollars  an  hour.   Is  this  what  we  want  for  the  future  of 
our  country? 

The  bottom  line  on  NAFTA  is  that  it  will  cause  job  loss  in  the  U.S. 
and  Canada,  lock  in  cheap  wages  in  Mexico,  and  therefore,  will  not 
create  higher  standards  of  living  in  North  America.   The  proposed 
NAFTA  accord  largely  will  benefit  a  few  wealthy  Mexican  investors 
and  multinational  corporations  which  have  the  flexibility  to 
relocate  their  operations  to  the  most  profitable,  least  regulated 
locations.   NAFTA  will  not  contribute  to  continental  development, 
but  will  hurt  small  businesses,  workers,  families,  communities, 
consumers,  and  the  environment  in  all  three  countries.   It  ignores 
essential  democratic  and  judicial  processes  fundamental  to  any  trade 
agreement . 
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The  agreement  fails  on  these  terms  because  it  fails  to  address  the 
underlying  differences  between  Mexico  and  the  U.S  and  Canada. 
Currently,  though  the  government  of  Mexico  is  purportedly  spending 
$100  million  to  lobby  this  proposal  through  Congress,  and  to  make  it 
appear  as  though  fundamental  reforms  are  taking  place  within  that 
nation,  this  is  far  from  the  truth.   In  Mexico,  laws  are  in  the 
books  in  name  only.   The  reality  is  lack  of  accountability  in  a 
system  that  remains  autocratic  in  nature.   REALITY  CHECK:   no 
balance  of  power  exists  in  Mexico's  governing  institutions  —  a  one- 
party  state. 

To  succeed  in  its  goal  of  raising  continental  standards  of  living  in 
Mexico,  Canada  and  the  U.S.,  and  advancing  free  enterprise  and 
democratic  principles  in  fact,  the  context  for  NAFTA  should  be 
broadened.   Right  now,  NAFTA  is  a  narrowly  drawn  tariff  agreement. 
It  must  be  changed  to  an  agreement  that  freely  addresses  the 
political,  social  and  economic  integration  that  must  simultaneously 
occur.   Basically,  free  enterprise  cannot  flourish  in  a  nation  where 
basic  freedoms  are  proscribed.   The  Common  Market  structure  which 
Europe  has  adopted  to  achieve  market  integration  rests  on  basic 
political  freedoms,  rights  of  ownership,  and  judicial  constructs, 
not  just  in  theory  but  in  practice.   As  well,  European  treaty 
agreements  accommodate  a  longer  period  of  adjustment,  social 
compacts,  and  necessary  development  funds  established  to  address 
divergent  economic  situations  among  nations. 

If  the  U.S.  is  to  successfully  merge  its  economy  with  Mexico's,  we 
must  address  these  fundamental  points.   Economies  do  not  function  in 
a  vacuum,  but  are  part  of  a  larger  dynamic.   NAFTA  must  take  this 
wider  view.   I  was  certainly  happy  to  hear  our  U.S.  Trade 
Representative,  Mr.  Kantor,  testify  two  days  ago  that  he  would  walk 
away  from  the  NAFTA  talks  if  Mexico  fails  to  meet  U.S.  concerns  over 
environmental  and  labor  issues.   But  these  provisions  alone  will  not 
fix  what  is  wrong  with  NAFTA.   We  must  do  more.   I  strongly  urge 
that  these  key  provisions  be  incorporated  into  the  agreement: 

LABOR  STANDARDS  AND  WORKER/ FARMER  ADJUSTMENTS 

o    fair  labor  standards  and  decent  wages  for  a  fair  day's  work  for 
citizens  of  all  three  countries  that  are  enforced  as  trade 
rules,  and  adequately-funded  worker/farmer  adjustment 
provisions  where  job  dislocations  occur,  paid  for  by  the  firms 
that  pit  one  workforce  against  another; 

ENVIRONMENT,  STANDARDS  AND  ENFORCEMENT 

o    guarantees  that  existing  and  future  environmental,  food,  and 

product  safety  laws  cannot  be  challenged  as  trade  barriers,  and 

enforcement  of  these  laws  as  trade  rules; 

BORDER  AREA  DEVELOPMENT 

o    funding  for  the  border  area,  including  infrastructure 

improvements,  increased  inspection,  and  environmental  clean-up 
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paid  for  by  the  business  interests  that  will  benefit  through 
the  "polluter  pays"  concept; 

MEXICAN  FINANCIAL  REFORMS 

o    repatriation  of  capital  that  has  fled  from  Mexico  must  be  lured 
back  as  a  condition  of  this  agreement,  and  debt  restructuring 
or  forgiveness  for  Mexico's  external  debt  must  be  an  essential 
component  of  the  agreement; 

DISPUTE  RESOLUTION 

o    open  and  accountable  dispute  resolution  mechanisms  available  to 
businesses  and  citizens  of  all  three  nations; 

AGRICULTURE/MIGRATION 

o    workable  solutions  to  the  vast  migration  precipitated  by 

Mexico's  move  away  from  labor-intensive  agriculture,  especially 
the  problem  of  illegal  migration  to  the  U.S.,  and  redistributed 
property  ownership  in  Mexico's  ejidos; 

POLITICAL  AND  JUDICIAL  REFORMS 

o    democratic  electoral  and  judicial  reforms  in  Mexico  must 
precede  market  opening; 

HUMAN  RIGHTS 

o    a  workable  and  enforceable  plan  to  end  Mexico's  persistent 

pattern  of  human  rights  abuses  must  be  incorporated  in  the 

agreement. 

REALITY  CHECK.   The  non-governmental  Human  Rights  Commission  of 
Mexico  has  documented  that  in  conjunction  with  last  year's  shutdown 
of  the  PEMEX  plant  in  Mexico  where  an  independent  trade  union  was 
trying  to  organize,  the  brother  of  the  leading  organizer  was  picked 
up  by  a  plain-clothes  policeman.   He  was  held  for  two  days.   His 
knees  were  broken  and  his  spine  injured. 

NAFTA  has  thus  far  ignored  the  central  issue  of  how  to  negotiate  a 
trade  agreement  which  recognizes  these  economic,  political  and 
social  realities  while  respecting  the  national  interests  of  parties 
of  all  three  nations. 

It  is  essential  that  Members  of  Congress,  and  the  key  committees  of 
jurisdiction,  be  involved  in  drafting  NAFTA 's  implementing 
legislation  and  any  supplemental  agreements  to  ensure  that  each  of 
these  specific  concerns  is  addressed.   Since  NAFTA  will  be 
considered  under  the  fast  track  rule,  our  ability  to  amend  and  even 
to  debate  the  agreement  is  severely  limited.   Unless  each  of  these 
specific  changes  is  made,  neither  I,  nor  many  other  Members,  will  be 
able  to  support  this  NAFTA. 
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LABOR  STANDARDS  AND  ENFORCEMENT /WORKER  ADJUSTMENT 

REALITY  CHECK:   Mexico's  national  minimum  wage  in  1989  (at  an 
exchange  rate  of  1,378  pesos  per  dollar)  stood  at  about  $5  per  day. 
(In  the  U.S.,  the  minimum  wage  was  $4.25  per  hour  in  April  1991). 
In  the  maguiladora  zone,  the  average  manufacturing  wage  ranges 
between  57  cents  and  $1.87  per  hour.   Mexican  workers  are 
approaching  the  productivity  of  highly-skilled  U.S.  workers,  but 
their  wages  do  not  rise.   Anyone  who  thinks  that  U.S.  workers  can 
compete  on  these  terms  is  just  plain  wrong. 

Further,  while  Mexican  labor  laws  would  seem  on  paper  to  offer 
Mexican  workers  wide  protection  from  abuse,  in  practice  they  are 
seldom  enforced.   As  a  result,  Mexican  workers  do  not  enjoy  in 
reality  the  protection  of  a  minimum  age  for  the  employment  of 
children;  a  prohibition  on  the  use  of  any  form  of  forced  work  or 
compulsory  labor;  acceptable  conditions  of  work  with  respect  to 
minimum  wages,  hours  of  work,  and  occupational  safety  and  health; 
the  right  of  association;  the  right  to  freely  organize  and  bargain 
collectively  outside  the  government-sanctioned  union  structure  that 
is  tied  to  the  ruling  party;  and  protection  from  discrimination. 
This  disparity  with  the  reality  of  U.S.  standards  (which  are 
enforced)  hurts  Mexican  workers,  puts  U.S.  workers  at  a  competitive 
disadvantage,  and  puts  downward  pressure  on  U.S.  labor  standards. 

No  Member  of  Congress  can  put  on  blinders  and  support  an  initiative 
to  expand  trade  and  investment,  especially  between  Mexico  and  the 
U.S.  without  assessing  short  and  long  term  impacts  on  the  workforces 
of  these  two  nations. 

The  final  agreement  must  include  specific  provisions  guaranteeing 
U.S.,  Mexican  and  Canadian  worker  and  farmer  rights  as  cross  border 
trade  expands.   In  particular,  violations  of  labor  standards  and 
rights  must  be  considered  as  trade  violations  within  the  agreement, 
and  be  subject  to  at  least  the  same  penalties  as  other  trade 
violations. 

REALITY  CHECK:   Though  the  Secretary  of  Commerce  of  Mexico  contends 
Mexico  is  a  Member  of  the  International  Labor  Organization  and  has 
an  acceptable  labor  record,  the  AFL-CIO  documents  that  the  ILO  has 
hundreds  of  filings  of  labor  violations  by  Mexico,  and  Amnesty 
International  states  Mexico  is  one  of  the  worst  human  rights 
violators  in  Latin  America. 


STANDARDS  AND  ENFORCEMENT 

Mr.  Chairman,  to  ensure  rising  standards  of  living  in  all  three 
nations,  this  trade  agreement  must  guarantee  that  environmental, 
food,  and  product  safety  laws  cannot  be  challenged  as  trade 
barriers.   U.S.  laws  have  been  enacted  by  Congress  to  ensure  the 
health  and  well-being  of  U.S.  citizens.   Exposing  these  laws  to 
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challenge  by  foreign  countries,  even  our  neighbors  and  trading 
partners,  is  not  only  dangerous  but  undemocratic.   The  current  NAFTA 
fails  to  adequately  protect  our  laws  from  challenge. 

Also,  aggrieved  parties  in  the  U.S.  or  Canada  will  be  forced  to  seek 
redress  in  Mexico's  judicial  system,  a  system  wherein  justice  is  not 
even-handed.   In  fact,  bribes  are  not  at  all  uncommon. 

Further,  it  is  hypocritical  for  NAFTA  to  speak  of  reducing  illegal 
subsidies  to  trade  without  addressing  enforcement  of  environment, 
food,  and  product  safety  standards.   A  country  or  area  that  fails  to 
enforce  these  standards  will  be  at  a  comparative  advantage.   Though 
Mexico's  laws  sound  good,  enforcement  is  lax  to  say  the  least.   Any 
fair  trade  agreement  must  treat  weak  enforcement  as  an  illegal  trade 
subsidy,  and  subject  weak  enforcement  to  the  same  penalties  as  other 
trade  violations.   The  current  NAFTA  fails  on  this  point,  as  well. 

BORDER  AREA 

Mr.  Chairman,  the  maquiladora  zone  along  our  border  with  Mexico  is  a 
trial  run  for  NAFTA;  it  cannot  be  considered  a  success.   The 
American  Medical  Association  has  called  the  area  "a  breeding  ground 
for  infectious  diseases,"  and  cost  estimates  for  environmental 
clean-up  begin  at  $5  billion.   Hepatitis  is  rampant  on  both  sides  of 
the  border.   NAFTA  will  only  increase  the  strain  on  this  already- 
troubled  area.   The  agreement  must  be  modified  to  include  ample 
funds  to  address  these  issues.   Those  private  interests  that  will 
benefit  from  NAFTA  should  be  the  entities  that  pay  for  border 
infrastructure  development.   To  date,  millions  of  U.S.  taxpayer 
dollars  have  gone  to  fund  sewage  treatment  in  Tijuana,  for  example, 
at  the  behest  of  U.S.  firms  that  have  fled  south  of  the  border.   If 
U.S.  firms  wish  to  operate  there,  let  them  pay  the  costs  of  their 
own  cleanup  under  the  concept  of  "polluter  pays." 

REALITY  CHECK:   Customs  and  inspection  procedures  along  the  border 
are  already  taxed  well  beyond  their  capacity.   This  means  that  large 
quantities  of  unsafe  food  and  products  are  entering  the  U.S.,  as 
well  as  increasing  numbers  of  immigrants.   In  fact,  the  Food  and 
Drug  Administration  at  Nogales  is  able  to  inspect  only  one  of  every 
600  trucks  that  line  up  by  the  thousands  each  week.   And  since 
Mexico  remains  the  largest  illegal  drug  transit  route  to  the  U.S., 
inspection  must  be  more  than  rhetoric.   It  must  be  a  fact.   Funds 
must  be  earmarked  specifically  for  this  purpose,  and  firms 
benefitting  from  cross-border  trade  must  pay  the  cost. 

MEXICAN  FINANCIAL  REFORMS 

Mexico's  current  financial  difficulties  are  largely  due  to  capital 
flight  and  historically  large  debt  payments.   Relieving  this  burden 
will  do  more  than  any  trade  agreement  to  address  Mexico's 
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fundamental  growth  problems,  thus  making  sure  that  our  neighbor  to 
the  south  is  stable  and  financially  secure.   Further,  since  nearly 
$100  billion  of  Mexican  capital  has  fled  the  nation,  any  financial 
relief  to  Mexico  should  be  predicated  on  her  own  capitalists 
returning  a  large  share  of  their  wealth  back  home.   The  successful 
integration  now  underway  in  Europe  shows  that  addressing  capital 
flight  and  debt  payments  can  have  long  term  benefits  for  both 
countries. 


DISPUTE  RESOLUTION 

A  look  at  our  trading  history  with  Canada  shows  that  even  between 
friendly  trading  partners,  disputes  frequently  arise  under  a  free 
trade  agreement.   The  same  will  undoubtedly  be  true  with  Mexico  and 
Canada  under  NAFTA.   Often,  those  cases  considered  by  dispute 
settlement  are  the  most  sensitive  and  delicate  trading  issues  of 
all.   It  is  essential  that  the  dispute  resolution  process  be  as  open 
as  possible,  so  that  whenever  possible  the  public  may  have  access  to 
panel  proceedings  and  decisions.   As  always,  increased  oversight 
creates  accountability. 

The  current  NAFTA 's  dispute  resolution  mechanism  does  not  meet  these 
essential  standards.  Panel  proceedings  and  documents  are  completely 
secret,  whether  or  not  this  protection  is  necessary.  By  shutting 
out  the  participation  and  oversight  of  the  citizens  whose  lives  will 
be  affected  by  their  decisions,  NAFTA 's  dispute  panels  would  escape 
accountability.  This  is  particularly  troubling  considering  that  the 
dispute  panels  have  the  power  to  fine  the  U.S.  for  enforcing  its  own 
laws.   These  panels  must  be  made  more  open  and  accountable. 

MIGRATION/AGRICULTURE 

The  current  NAFTA  will  accelerate  the  ongoing  shift  in  Mexico  from 
small-scale  family  farm  agriculture  to  large-scale,  corporate 
agribusiness.   Not  only  will  this  have  severe  implications  for  the 
sustainable  use  of  Mexico's  resources,  including  water,  but  it  will 
cause  a  vast  migration  of  millions  of  Mexicans  from  the  farms  to  the 
cities  and  ultimately  to  the  United  States.   The  seriousness  of  this 
problem  cannot  be  overestimated.   Even  the  Economist  magazine,  known 
for  its  pro-NAFTA  views,  admitted  in  a  recent  article  that  "...the 
immediate  impact  of  the  double  blow  struck  by  agricultural  reform 
and  falling  tariff  barriers  will  be  to  cause  many  [Mexicans]  to 
leave  the  countryside  —  and  often  the  country,  as  they  head  north 
for  the  United  States." 

Clearly,  NAFTA  should  include  —  as  it  currently  does  not  —  an 
effective  way  to  address  the  increased  flow  of  Mexican  agricultural 
workers  seeking  to  immigrate  into  the  United  States.   And  equally 
clearly,  NAFTA' s  negotiators  should  consider  —  as  they  have  so  far 
failed  to  do  —  the  downward  pressure  this  migration  will  place  on 
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Mexican  manufacturing  and  farm  wages  and  the  negative  consequences 
for  U.S.  workers. 


POLITICAL  FREEDOMS 

It  should  go  without  saying  that  the  ongoing  struggle  of  Mexicans  to 
maJce  their  government  a  true  democracy,  rather  than  a  democracy  in 
name  only,  can  and  should  be  assisted.   Democratic  reforms  should  be 
an  integral  part  of  all  U.S.  trade  policy  —  after  all,  in  the  post- 
Cold  War  world,  international  trade  is  the  strongest  link  between 
our  country  with  its  strong  democratic  traditions  and  the  rest  of 
the  world.   We  must  never  miss  an  opportunity  to  strengthen 
democracy  —  and  Mexico's  democracy  and  attitude  toward  human  rights 
are  in  grave  need  of  strengthening.   According  to  the  U.S.  State 
Department,  "...there  continue  to  be  human  rights  abuses  in  Mexico, 
many  of  which  go  unpunished,  owing  to  the  culture  of  impunity  that 
has  traditionally  surrounded  human  rights  violators.   These 
violations  include  the  use  of  torture  and  other  abuses  by  elements 
of  the  security  forces,  instances  of  extrajudicial  killing,  and 
credible  charges  by  opposition  parties,  civic  groups,  and  outside 
observers  that  there  are  flaws  in  the  electoral  process." 

Further,  it  is  widely  reported  that  Mexico's  ruling  party,  which  — 
with  the  demise  of  the  Soviet  empire  —  has  held  power  longer  than 
any  other  political  party  in  the  world,  resorts  to  electoral  fraud 
to  maintain  its  hold  on  power.   The  government  has  consistently 
refused  requests  from  opposition  parties  for  electoral  monitoring  by 
international  organizations.   And  just  recently  it  was  reported  that 
the  government  asked  Mexican  companies  which  got  a  special  deal  in 
the  NAFTA  for  $25  million  dollar  contributions.   This  is  corruption 
on  an  appalling  scale. 

A  trade  agreement  with  Mexico  offers  the  opportunity  to  use  our 
close  relationship  with  Mexico  to  encourage  reform  of  these  abuses. 
However,  if,  as  in  the  current  NAFTA,  we  fail  to  seize  this 
opportunity,  abuses  will  continue.   And  their  effect  —  inhibiting 
justice  and  accountability,  preventing  Mexican  citizens  from 
enjoying  the  protection  of  their  own  laws  —  will  not  only  hurt 
Mexicans,  but  will  place  U.S.  citizens  at  a  competitive 
disadvantage.   We  owe  it  to  Mexico  and  to  ourselves  to  do  better. 

CONCLUSION 

Mr.  Chairman,  it  is  my  sincere  hope  that  the  three  nations 
of  North  America  —  Mexico,  Canada,  and  the  United  States  —  enjoy 
an  expanding  relationship  of  mutual  benefit  to  all.   However,  I 
believe  that,  unless  each  of  the  points  I  have  raised  are  addressed 
in  full,  NAFTA  will  have  just  the  opposite  effect.   This  is  the 
first  time  our  country  has  negotiated  an  agreement  like  NAFTA  with  a 
country  as  structurally  different  from  ours  as  Mexico.   It  is  an 
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historic  opportunity  to  realize  on  an  international  scale  the  goals 
which  I  share  with  every  Member  of  this  Committee:   democracy, 
prosperity,  health,  and  high  standards  of  living.   I  look  forward  to 
working  with  the  Members  of  this  Committee  to  substantially  change 
the  current  NAFTA  so  that  we  capture  not  just  a  dream,  but  achieve 
the  reality  of  partnership,  what  President  John  Kennedy  termed  "The 
Alliance  for  Progress." 

Thank  you. 
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riexico.  In  broad  terms  the  analysis  that  is 


and  several  works  on 


presented  here  reqardino 


implications  for  the  US-Hexico  Free  Trade  Agreement  arises  from  a  study 
currently  in  process  under  the  sponsorship  of  the  Economic  Policy  Institi 
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I.  SUMMARY  OF  FINDINGS; 


This  report  presents  quantitative  analysis  in  four  basic 
areas:  (1)  A  summary  of  75  Maguiladora  firms  with  either  a 
regional  subsidiary  based  in  the  State  of  Ohio,  or  a  parent 
corporation  or  business  located  in  that  State — see  Table  I.  (2)  A 
summary  of  34  auto-related  Ohio  based  firms  operating  as 
Maouiladoras  in  Mexico — see,  Table  II.  (3)  A  summary  of  22 
electronics-related  firms  operating  as  Maguialdoras  in  Mexico — 
see,  Table  III.  (4)  Data   detailing  wages  paid  in  transnational 
auto  production  plants  operating  in  Mexico  (these  plants  are    not 
Maguialdoras) — see,  Table  IV. 

For  the  75  Maouiladoras  reviewed  in  this  study  total 
employment  in  the  plants  as  of  19BB  was  an  estimated  43,765  jobs. 
Under  certain  assumptions  it  may  be  reasonable  to  conclude  that 
without  the  Maguiladora  program  the  State  of  Ohio  might  have  had 
an  additional  43,765  industrial /manufacturing  jobs.  In  any  such 
estimate  (not  attempted  in  this  study)  one  should  also  be  aware 
of  the  job  multiplier  effect.   That  is,  each  manufacturing  job  in 
Ohio  will  support  at  least  another  worker  in  construction, 
manufacturing,  mining,  services  and  the  government  sector.  Under 
the  most  conservative  assumptions  the  total  job-loss  effect  would 
be  43,765  X  2  =  87,530.^   (Please  see  the  estimates  in  Part  II 
under  the  heading  "Changes  since  1988"  for  an  estimate  of  the 
total  job-loss  for  Ohio  as  of  August  1990.) 

A  number  of  this  magnitude  needs  to  be  compared  to  the  total 
industrial  labor  force  of  the  State  of  Ohio.  Furthermore,  it  must 
be  borne  in  mind  that  this  study  does  not  present  data  on  non- 
Maguila  firms  which  .   are  Ohio  based  (such  as  the  major  US  auto 
companies,  auto  parts  companies,  electronics  companies  and 
computer  companies).   Maouila  firms  export  virtually  all  of  their 
output  to  the  US.   Non-Maouila  US  owned  firms  may,  but  need  not, 
export  to  the  US  market — some  do  in  considerable  magnitude, 
others  do  not.  At  the  present  time,  data  on  these  Non-Maguila 
firms  is  unavailable.  However,  it  is  important  to  point  out  that 
the  job-loss  effect  from  the  Non-Maouila  firms  is  much  greater 
than  for  the  Maguila  firms.   The  reason  for  this  is 
straightforward:  US  corporations  had  «14.5  Billion  (US)  invested 


>■   From  the  data  available  it  is  impossible  to  determine  if 
the  Ohio-based  firms  had  all  of  their  employment  in  Ohio  prior  to 
their  move  to  Mexico,  To  the  degree  that  they  did  not  the  Ohio 
based  job  loss  figures  should  be  adjusted  downward.  See  the  main 
text  under  methodology  regarding  data  and  estimation  techniques. 
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in  Mexico  in  19BB  (valued  at  original  book  value).   This  capital 
stock  should  have  generated  *3.6  to  *7    Billion  in  value-added 
output  in  1988.   By  comparison  the  total  value  added  output  of 
the  Maauiladora  sector  was  «2.3  Billion  (including  the  value 
added  from  non-US  owned  firms). = 

Q.  THE  flUTO  SECTOR;   This  study  details  the  produrtion 
facilities  of  34  Ohio-based  auto  sector  plants — several  of  them 
controlled  by  a  single  parent  firm.   These  Magui ladoras  account 
for  27,078  direct  jobs — see,  Table  II.   Again,  employing  the  job 
multiplier  concept  to  these  jobs  (i.e.  taking  account  of  the 
indirect  jobs  created  by  each  direct  manufacturing  job)  the  total 
job-loss  to  the  State  of  Ohio  (under  the  assumption  that  the  auto 
sector  firms  could  have  been  induced  to  stay  in  Ohio  or 
restrained  from  leaving)  as  of  19S8  was,  at  minimum,  54,156  jobs 
(27,078  X  2  =  54,156. 

B.  THE  ELECTRONICS  SECTOR;   Table  II  presents  the  data  for 
the  22  electronics-related  firms.   The  total  number  of  direct 
jobs  in  these  firms  amounted  to  11,880  in  1988.  Using  the 
conservative  job  multiplier  utilized  and  explained  above  it  is 
possible  under  certain  assumptions  to  maintain  that  the  total  job 
loss  in  this  sector  from  these  22  Ohio  based  firms  could  amount 
to  23,759  (11,880  X  2  =23,759). 


C.  WAGES  IN  MEXICO;   Workers  in  the  Maauiladora  sector 
receive  either  minimum  wages  or  wages  quite  close  to  the  minimum 
wage,  on  average.   They  also  receive  "benefits"  that  are  normally 
computed  into  the  estimated  hourly  or  daily  wage  rate.   These 
"benefits"  often  include  a  monetized  estimate  of  one  or  more 
meals  provided  to  the  workers  at  a  subsidized  rate,  plus  free 
work  transportation  (not  always  provided),  housing  (rarely 
actually  provided)  and  Social  Security,  including  medical  care 
(provided  on  an  irregular  basis  especially  along  the  US  border 
due  to  a  lack  of  funds  to  build  Social  Security  hospitals  and 
clinics  and  due  to  a  shortage  of  professional  medical  personnel 
along  the  border). 

In  January  1989  the  average  hourly  wage  for  the  Tijuana  area 
was  «0.56  (fifty  six  cents,  US).   Estimating  the  value  of  the 
"benefits"  is  difficult,  but  by  including  these  the  pay  rate 
might  rise  by  SO.IO  or  «0.20  per  hour.  Normally  wages  are  paid 


=   Computations  based  on  the  following  sources:  Centro  de 
Informacion  y  Estudios  Nacionales  (CIEN),  La  Economia  Mexicana: 
19B2-BB  (Mexico;  CIEN,  19B9)  pp.  181-182;  INEBI ,  Industria 
Maouialdora  de  Exportacion  (Diciembre  de  1990). 
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for  45  hours  per  week,  even  when  workers  work  for  40  hours. = 

In  the  auto  industry  in  the  interior  of  Mexico,  where  the 
unions  are    stronger,  the  wage  is  substantially  higher.   Table  IV 
shows  wages  for  the  transnational  firms  of  roughly  «10.00  (US) 
pel"  day  excluding  benefits.  •  Since  the  labor  contract  in  the  non- 
flaquilas  is  substantially  different  from  that  of  the  Maguilas  the 
benefit  package  will  add  substantially  to  the  base  wage. 
Christmas  bonuses,  paid  holidays,  housing,  credit,  company 
stores,  etc.  are    all  conceivable  parts  of  the  pay  package  in 
addition  to  the  benefits  mentioned  in  the  preceding  paragraph. 
Benefits  in  these  firms  might  add  25'/.  to  507.  to  the  basic  hourly 
wage.   Even  at  «15.00  per  day  for  a  highly  skilled  auto  worker, 
this  compares  unfavorably  to  US  workers  in  the  auto  sector  who 
would  receive    perhaps  10  times  higher  compensation — if  not  more. 


PART  II. 

I.  flETHODOLOGICAL  ISSUES 

Some  caution  should  be  used  in  interpreting  these  data.   In 
addition  to  the  issues  raised  in  Part  I  of  this  study,  the 
entries  in  Tables  I-III,  below,  may  be  incomplete  for  several 
reasons.  1.  Since  the  time  of  entry  into  the  sources  the  firm  may 
have  either  shutdown,  merged,  or  expanded.   2.   All  information 
was  provided  voluntarily  by  the  firms.   Therefore,  there  is  no 
cross  check  mechanism  to  determine  accuracy.  If  a  company  did  not 
want  to  appear  in  the  directories  it  was  not  entered.  Since 
ownership  and  origin  can  sometimes  be  perceived  by  companies  as  a 
sensitive  and  confidential  matter  it  is  safe  to  assume  that  the 
directory  sources  have  not  included  substantial  numbers  of  US 
based  firms. 

There  is  no  official  directory  of  Maguiladora  firms.   The 
Mexican  government  has  long  seen  the  Maguilas  as  a  political  and 
economic  embarrassment  (as  have  many  if  not  most  Mexicans)  and 
consequently  they  have  not  for  this  reason,  and  others,  compiled 
an  authoritative  directory. 

There  is  no  official  directory  of  non-Maguila  US  owned 
firms.   For  the  purposes  of  this  study  we  were  unable  to  review 
the  material  which  is  available  on  these  firms. 

A;  Estimation  Procedures    In  cases  where  firms  provided  no 
data  (N.D.  in  the  Tables)  we  estimated  the  level  of  employment  on 
the  following  basis:  the  total  number  of  jobs  in  each  table  was 


=  Norris  Clement,  et .al . .  Maguiladora  Resource  Guide 
(Institute  for  the  Regional  Study  of  the  Californias,  1989)  pp. 

16-lB. 
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summed  and  divided  by  the  »  of  firms  which  detailed  their 
employment  level  —  this  provide  a  pet — firm  average  of  employment. 
Then,  for  the  firms  that  did  not  submit  data  we  assumed  that 
their  employment  level  was  equal  to  the  average  for  all  the  other 
firms  in  the  sample.  Given  the  relatively  large  number  of  entries 
and  the  fact  that  the  range  of  employees  listed  was  relatively 
balanced  this  method  probably  is  accurate,  in  a  rough  sense. 


I  I .  CHANGES  SINCE  198B 

From  January  1988  to  August  1990  there  was  a  49V.  increase  in 
the  number  of  Maguila  firms  and  a  407.  increase  in  employment 
according  to  official  Mexican  government  sources.  This  explosion 
in  the  naquila  sector  is  not  reflected  in  the  data  we  have 
presented  here.   If  we  assume  that  the  1988  data  we  have  cited 
above  was  gather  midway  in  1988,  it  is  possible  to  "update"  the 
Tables  to  August  1990  (the  latest  date  for  which  official  data  is 
available).  The  estimated  number  of  firms  increased  in  that  2 
year  period  by  41  '/..       Therefore,  if  the  Ohio-based  firms  were 
representative  we  should  expect  that  an  updated  directory  would 
indicate  not  75  entries  as  we  have  in  Table  I,  but  105  firms. 
Likewise,  regarding  employment,  which  expanded  by  29'/.  in  that  2 
year  period.   A  297.  increase  in  our  total  job-loss  estimate  would 
raise  the  number  from   43,765  to  61,271.  Using  a  conservative 
"job  multiplier"  of  2  the  total  job  -loss  effect  of  the  tiaauila 
sector  alone  would  be  122,542.   (Recall  that  this  number,  as 
large  as  it  may  seem,  does  not  include  US-based  Waaui 1  as  which 
were  not  in  our  sources,  nor  does  it  include  US-based  firms  which 

operate  outside  of  the  Maguila   sector surely  a  much  larger 

group  than  the  Maguila  firms.) 


QUANTITATIVE  DATA 

Note,  in  the  Tables  I-III  the  Column  Headings  are  Defined  as 
fol lows: 

I.Mexican  Firm;  The  name  and  address  of  the  Mexican 

Plant 

2. US  Firm;  Either  the  parent  firm  (P)  or  a  regional 

firm  (R)  which  is  a  subsidiary  and  based  in  Ohio 

3. Product  (PROD);  Main  products  produced 

4 .  tt  Employees;  The  number  of  worker  in  the  plan  as  of 

1988 

5.Sq.  Ft.;  the  physical  size  of  the  plant  in  square 

feet 

6. Established  (EST);  The  date  the  plant  commenced 

production 

7.N.D. :   No  Data  Available  ' 
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TABLE  I. 

OHIO  BASED  PLANTS  WHICH  HAVE  MOVED  TO  MEXICO.  ftS  WflQUILADORAS 


uniu  PI-I3CU  rLMii  1 3  wru  t,n  i-iHVb.  nuVbL 
(Data  Current  to  1988,  not  adjusted  i 

Mexican  Firm 


US  Firm 


or  merged  or  closed  firms) 
Prod.  «    Emp.     Sq.Ft.    Est 


Ensafble  de  Cables  i 
Coiponentes 
Calle  P.  Livas  2501 
Cd.  6uadalupe,  N.L. 

Packard  Electric  (R) 
Narren  OH. 
Beneral  Botors  (P) 
Detroit,  HI. 

Auto  Mire 
Harnesses 

N.D. 

N.D. 

N.D. 

Sheller  Globe  de 

Henco 

Blvd.  Diaz  Orda:  122 

Col.  La  Faia 

Santa  Catanna,  N.L. 

Sheller  Slobe  (R) 
Detroit,  «I. 
Sheller  Elobe  (P) 
Toledo,  OH. 

Steering 
Kheels 

covered  with 
leather 

38 

25,935 

1988 

Industrias  Cro»n  de 
Queretaro 
Calle  2.  Fracc. 
Industrial  B.  Juarez 
Queretaro,  Quet. 

Croiin  Controls  Corp. 
Hen  Breien,  OH.  (P) 

Electric 
Forklift 
Claws 

N.D. 

N.D. 

N.D. 

S.I.  de  HexKO. Calle 
la  Ote.  y  flv.  25, 
Agua  Prieta,  Son. 

Standex  Electronic  (R) 
Cincinnati,  OH. 
General  Electric  (P) 
London,  England 

Electronics 
Products 

331 

N.D. 

N.D. 

C.E.  Sonora 
Perifenco  Pte. 
Her«osillo,  Son. 

Cincinnati  Electronics 
(R)  Cincinnati,  OH. 
General  Electric  (P) 
London,  England 

Electrical 
and 

Electroiecha 
nical 

250 

2 
shifts 

45,000 

N.D. 

Triiex 

Parque  Industrial  de 
Nogales,  l!«.  6.5 
Carr.  Internacional, 
Nogales.  Son. 

Khite  Consolidated  (R) 
Cleveland,  OH. 
Elextrolux 
Stockhola,  Sneden 

Keed  Cutters 

N.D. 

N.D. 

N.D. 

Industiras  flpson 
Calee  16  1  780 
Agua  Prieta,  Son. 

Kork  Kear  Corp.  (R) 
Cleveland,  OH. 
PaineKebber  Capital 
Inc.  (PI 
Nei.  York,  N.Y. 

Hospital 
Garients 

560 

N.D. 

N.D. 

A«ed  de  Hexico 
Calle  Bustaiante  y 
Perifenco, 
Nogales,  Son. 

same  as 
above 

same  as 
above 

120 

25,000 

N.D. 
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C»bion  Hexicjna 

Hidland-Ross  Corp.(P) 

Electronics 

N.D. 

N.D. 

N.D. 

Calle  Bustaiante  y 

Cleveland,  OH. 

Periferico. 

Nogales,  Son. 

Victoreen  ie  lleiico 

Victoreen  Inc.  (R) 

Special 

N.D. 

N.D. 

1979 

Cd.  Industrial 

Cleveland,  OH. 

Purpose 

Ki.  8.5  L.  Villjr 

Sheller-eiobe  Corp.  (P) 

Resistors 

H.  Hataioros.  Taip. 

Toledo,  OH. 

Coiponentes  Hecankos 

Inland  Div. 

Dashboards, 

2,163 

N.D. 

1979 

de  Batawros 

General  Hotors  (R) 

steering 

Parque  Industrial  del 

Dayton,  OH. 

Nheels, 

3 

Norte 

brake 

shifts 

flv.  Ilichigan  y  Prolg. 

Beneral  Notors  (P) 

asseiblies 

H.  Bataioros.  Taip. 

Detroit,  HI. 

Industrias  Sobar 

Kren  Industires  (Rl 

Hetal  Parts 

N.D. 

N.D. 

1985 

Parque  Industrial  del 

Tipp  City,  OH. 

for 

Norte,  Calle  Sendero 

Dashboards 

y  Facultad  de 

Select  Tool  i  Die  Corp. 

Nedicina 

Dayton,  OH.  (P) 

H.  RataBoros,  Taip. 

Puertas  y  Vidrios  de 

Theria-Tru  Corp. 

Etched  Glass 

N.D. 

N.D. 

1987 

Hataiorcs 

Toledo,  OH.  (P) 

door  panels 

Parque  Industrial  del 

Norte 

H.  Nataioros,  Taip. 

Auto  Industrial  de 

Parker  Hannifin  Corp. 

Autoiotive 

244 

40,415 

1978 

Partes 

Cleveland,  OH.  (P) 

turn 

Calle  Ayuntaiento  y 

indicators 

2 

flvila 

shifts 

H.  Nataioros,  Taip. 

BroNnsville  Rubber 

Parker  Hannifin  Corp. 

Rubber  0- 

N.D. 

N.D. 

1972 

Co.  de  fleiico 

Cleveland,  OH.  (P) 

Rings 

Calle  Seita  y  Viscaya 

♦95,  Col.  Euzkadi 

H.  Nataioros,  Taip. 

Coil  de  Hexico 

HaqneTek  National 

Hydro 

N.D. 

N.D. 

1977 

Calle  9a  y  flllende 

Electric  Coil  Div. 

electric 

ts& 

Coluibus,  OH.  IR) 

coils 

H.  Hataioros,  Taip. 

HageTek  Inc. 

Los  flngeles,  Cfl.  (P) 

Condura/flpacon 

Eaton  Corp. 

Electro 

800 

100,000 

1974 

flv.  L.  Villar  1378 

Carol  Streai,  IL.  (R) 

•echanical 

Ote. 

Eaton  Corp. 

devives 

2 

H.  Hataioros,  Taip. 

Cleveland.  OH.  (PI 

shifts 
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Electronic  Control 

Banco  Corp. 

AC  power 

625 

60,000 

1967 

Corp, 

Dublin,  OH.    (R) 

controls 

Cjlle  Priiera  12000 

PC  board 

2 

Col.  Jardin 

Siebe  PLC.     (P) 

asseibly 

shifts 

H.  Natacoros,  Taip. 

Address  Unknonn. England 

Industrias  Mren 

Nren  Industries 

Auto  dash 

le 

13,000 

1985 

U.  3  Sendero  Nac.  i 

Tipp  City,  OH.   (Rl 

board 

Entrada  Facultadad  de 

coiponents 

2 

Hedecina 

Select  Tool  i   Die  Co. 

shifts 

K.  Nataioros,  Taip. 

Dayton,  OH.     (P) 

Leece  Neville  de 

Leece  Neville  Co. 

Autoiotive 

N.D. 

N.D. 

1969 

Hexico 

Cleveland,  OH.   (R| 

fractional 

Prolg.  JJ  Solernau 

hrosepoiter 

Ote.  y  Av.  flaestro 

Sheller-Slobe  Corp. 

lotors 

H.  Hatawros,  Taip. 

Toledo,  OH.     (PI 

Ranco  de  Nexico 

Ranco  Corp. 

Teiperature 

N.D. 

N.D. 

1973 

U  5  L,  Villar  1726 

Dublin,  OH.     (Rl 

Control 

Ote. 

Siebe,  PLC.     (PI 

devices 

K.  Nataioros,  Taip. 

PC  Boards 

Plens  S.A. 

Parker  Hannifin  Corp. 

Autoiotive 

13 

N.D. 

1985 

Calle  JJ  Solernau  y 

Cleveland,  OH.    (P) 

service 

6a  tlCO  Col.  Centro 

tools 

H.  flitaioros,  Taip. 

Alaibrados 

Pakard  Electric  Div. 

Autoiotive 

800 

N.D. 

1986 

Autoiotrices 

Narren,  OH,    (R) 

Hire 

Parque  Industrial  OL 

Harnesses 

Longoria,  Av.  6ral. 

F.  Villa  y  Iturbe 

General  Motors 

Nuevo  Laredo,  Taip. 

Detroit,  HI.   (P) 

Delredo,  SA 

Dele  Products  Div. 

N.D. 

550 

230,000 

1982 

Parque  Industrial  QL 

Dayton,  OH.    (Rl 

Longoria,  Calle  A. 

3 

Caiacho,  Lote  it 

General  Hotors 

Shifts 

Nuevo  Laredo,  Taip. 

Detroit,  HI.   (P) 

Barry  de  Hexico 

R.6.  Barry  Corp. 

Slippers 

900 

N.D. 

1971 

Calle  Cesar  Lopez  de 

Coluibus,  OH.  (PI 

Lara  1  3130 

Col.  Anahuac 

Nuevo  Laredo,  Taip. 

Barry  Juarez  SA 

R.  6,  Barry  Corp. 

Slippers 

270 

67,304 

1984 

Parque  Industrial  AJ 

Pickerington,  OH.   (P) 

Beriudez,  KR  Carr. 

3.5 

Juarez-Porvenir 

Cd.  Juarez,  Chi. 

77 


Barry  de  flcuns 

R.  S.  Barry  Corp, 

Shoes 

231 

N.D. 

N.D. 

Pjrque  Industrial 

Pickerington,  OH.   (P) 

Aanistad,  KH.  6  Carr. 

Presa  la  flinistad 

Acuna,  Coahuila 

Ivaiex,  S.A. 

Invacare  Corp. 

Hedical 

49 

72,000 

19B7 

Parque  Industrial 

Elyria,  OH.   (P) 

Equipient 

Haniiex,  Ki  102  Carr. 

a  nataioros 

Reynosa,  Tasp. 

Haiill  de  Bexico 

TRK,  Inc. 

Seat  Belts 

920 

92.000 

1981 

Parque  Industrial 

Cleveland,  OH.  (P) 

Reynosa,  U.  1  Carr. 

2 

a  nataioros 

shifts 

Reynosa,  Taip. 

Electronica  Ensaibles 

TRK,  Inc. 

electronics 

200 

65,000 

1985 

Parque  Industrial 

Cleveland,  OH.   (P) 

Reynosa,  U.   9  Carr, 

a  «ata«oros 

Reynosa,  Taip. 

Parker  Reynosa 

Parker  Hannifin  Corp. 

0-  Rings 

49 

18,000 

1988 

Ki.  .8  Periferico 

Cleveland,  Oh.   (P) 

Reynosa,  Taip. 

TRK  Autoiotive  Prod. 

TRK,  Inc. 

Rack  t 

N.D. 

N.D. 

1989 

Reynosa,  Taip. 

nacedonia,  OH.  (R) 
TRK,  Inc. 
Cleveland.  OH.  (P) 

Pinion 

Stearing 

Gears 

Diaian  Rexico 

OFT  Lightinq,  Inc. 

Decorative 

137 

N.D. 

1985 

Cd.  Industrial  Nueva 

Cleveland,  OH.   (P) 

Lighting 

Tijuana,  flv.  U  y 

2 

Calle  3  Norte 

shifts 

Hesa  de  Otay, Tijuana 

Parker  Seal  de  Baja 

Parker  Hannifin  Corp. 

ElastOieric 

130 

45,000 

N.O. 

Cd.  Industrial  Nueva 

Cleveland,  OH.    !P) 

Aviation 

Tijuana,  Calle  7 

Seals 

2 

Norte  til 

shifts 

Hesa  de  Otay, Tijuana 

International 

Ohio  natress  Co. 

Kater  Beds 

177 

N.D. 

N.D. 

Honterey 

Cleveland,  OH.     (P) 

Calle  Josefina  Na. 

Contreras,  Col 

Libertad, 

Parte  Alta  »19 

Tijuana,  B.C.N. 

78 


Jugetreies  S.A. 

Kenner  Parker  Toys 

Toys 

900 

255,000 

N.D. 

Blvd.  Insurgentes 

Cincinnati,  OH.   (R) 

Parceia  I  2, 

3 

Liberaiiento  La  Presa 

Tonka  Corp. 

shifts 

Tijuana,  B.C.N. 

Binnetonka,  NN.   (P) 

Zoiax  de  Nexico 

loia  Corp. 

Valves 

N.D, 

N.D. 

N.D. 

Coiplejo  Industrial 

Cincinnati,  OH.   (R) 

Chihuahua,  Calle  Juan 

Ruiz  de  Alarcon  1313 

Eierson  Electric 

Chihuahua,  Chi. 

St.  Louis,  HO.    (P) 

Alaibrados  y 

Packard  Electric  Div. 

Autoiotive 

3,424 

N.D. 

N.D. 

Circuitos 

Narren,  Oh.     (R) 

Hire 

Electronicos 

Harnesses 

3 

Parque  Industrial  Las 

Beneral  Hotors 

shifts 

Aaericas 

Detroit,  HI.    (PI 

Chihuahua,  Chi. 

Bujes  de  Bronce 

Eagle  Picher  Bearings 

Bearings 

N.D. 

N.D. 

N.D. 

Parque  Industrial  Las 

Toledo,  OH.      (R) 

Aiericas,  Prolg.  Av. 

de  LasAaericas 

Eagle  Picher  Industries 

Chihuahua.  Chi. 

Cincinnati,  OH.   (P) 

Industrias  Allen  de 

Day  International 

Autoiotive 

700 

94,746 

1984 

Chiuahua 

Dayton,  OH.      (P) 

seat  trii 

Parque  Industrial  Las 

2 

A«ericas,  Prolg,  Av. 

shifts 

de  las  Aiericas 

Chihuahua.  Chi. 

Alhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

N.D. 

N.D. 

N.D. 

circuitos  Electricons 

Barren,  OH.      (R) 

Hire 

Plant  1  5 

Harnesses 

U  3  Carr.  A  Avalos  y 

Oeneral  Hotors 

PerifericG 

Detroit,  HI.     (P) 

Chihuahua.  Chi. 

Alhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

800 

130,000 

N.D. 

circuitos  Electricons 

Harren,  OH.      (R) 

Hire 

Parque  Industrial  de 

Harnesses 

2 

Cd.  Cuauhte«oc,ICi  5 

General  Hotors 

shifts 

Carr.  a  Anah;uac  s/n 

Detroit,  HI.     (P) 

Chihuahua,  Chi. 

Cableados  de  Juare: 

Packard  Electric  Div. 

Autoiotive 

1,809 

278,000 

N.D. 

Area  Industrial  Oiega 

Narren,  OH.      (R) 

Mire 

Col.  Caiino  Rivereno 

Harnesses 

2 

Cd.  Juarez,  Chi. 

Eeneral  Hotors 
Detroit,  HI.      (P) 

shifts 

79 


fllhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

797 

132,000 

1984 

Circuitos  Electricos 

Marren,  OH.      (R) 

Hire 

Parpue  Industrial  las 

Harnesses 

3 

Virgines 

General  Hotors 

shifts 

li  Poniente  y  Calle  3 

Detroit,  HI.     IP) 

Cd.  Delicias,  Chi. 

Alhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

800 

150,696 

N.D. 

Circuitos  Electricos 

Karren,  OH.      (R) 

Hire 

Parque  Industrial 

Harnesses 

Paquiie,  CH.  7  Carr. 

General  Hotors 

a  Chihuahua, 

Detroit,  HI.     (P) 

Muevo  Casa 

Brandes.Chi. 

Conductores  y 

Packard  Electric  Div. 

Autoiotive 

320 

60,000 

N.D. 

Coiponentes 

Narren,  OH.      (R) 

Hire 

Electricos 

Harnesses 

Doi.  conocido 

General  Hotors 

Villa  Ahuiada.Chi. 

Detroit,  HI.     (P) 

Faricantes  Tecincos 

Baldwin  Piano 

Pianos, 

350 

1 

1987 

Area  Industrial  Otega 

Loveland,  OH.    (R) 

Organs, 

million 

Av.  Halecon  t  1620 

D.H  Baldwin 

Coiponents 

Cd.  Juarez,  Chi. 

Cincinnati,  OH.   (P) 

Juver  Industrial  S.A. 

The  Hoover  Co. 

Vacui 

N.D. 

130,000 

1982 

Area  Industrial  Oaega 

North  Canton,  OH.  (R) 

Cleaner 

Prolq.  Herianos 

Coiponents 

Escobar  1  6640  y  Ing. 

Chicago  Pacific  Corp. 

Perei  Serna 

Chicago,  III.     (P) 

Cd.  Juarez.  Chi. 

Conductores  y 

Packard  Electric  Div. 

Auto  Hire 

1,227 

264,617 

N.D. 

Coiponents  Electricos 

Karren,  OH.      (R) 

Harnesses 

de  Juarez 

2 

Parque  Industrial  AJ 

shifts 

Beriudez,  in  3.5 

General  Hotors 

Detroit,  HI.     (P) 

Cd.  Juarez.  Chi. 

Deltei  de  Juarez 

Del  CO  Products  Div. 

Antennas, 

834 

118,187 

N.D. 

Parque  Industrial  AJ 

Dayton,  OH.       (R) 

ISC  lotors. 

Beriudez,  Kr  3.S 

Electrical 

3 

Carr,  Juarez-Porvenir 

General  Hotors 

coiponents 

shifts 

Cd.  Juarez,  Chi. 

Detroit,  HI.      (P) 

Electro-iech 

Hidland  Ross  Corp. 

transfoners 

301 

43,384 

1982 

Parque  Industrial  AJ 

Cleveland,  OH.   x  (R) 

electrical 

Beriudez,  K«  3.5 

relays,  PC 

Frosttan  Little  (  Co. 

boards 

Cd.  Juarez.  Chi. 

NeN  York,  H.I.           (P) 

80 


Productos  Ediont  it 

Ediont  Co. 

Latex  gloves 

247 

82,647 

N.D. 

Juarez 

Coshocton,  OH.    (R) 

Protective 

Parque  Industrial  AJ 

Clothing 

3 

fleriudej,  ItB  3,5 

shifts 

Carr.  Juarer-Porvenir 

Becton  Dickinson  (  Co. 

Cd.  Juarez,  Chi. 

Franklin  Lakes, NJ,  (P) 

Proctor  Silex 

KearEver-Proctor  Silex 

N.D. 

N.D. 

N.D. 

N.D. 

Parque  Industrial 

Chilicothe,  OH.    (P) 

Fernandez,  Calle 

Hagneto  1  2129  y 

Toias  Hora 

Cd.  Juarez,  Chi. 

Fabricnates  de 

A.O.  Siith,  Electric 

Electric 

403 

N.D. 

Rotores  Electricos  de 

Rotor  Div. 

Rotors 

52,572 

nexico 

Tipp  City,  OH.    (R) 

3 

Parque  Industrial 

shifts 

U.  5  Carr.  a  Casa 

6rande 

A.O.  S.ith 

Cd.  Juarez,  Chi. 

HilNaukee,  Kl.    (P) 

Rotores  Electricos  de 

A.O.  Siith,  Electric 

Electric 

1,152 

183,420 

N.D. 

Juarez 

Rotor  Div. 

Rotors 

Parque  Industrial 

Tipp  City,  OH.    (R) 

2 

(1.  5  Carr.  a  Casa 

shifts 

6rande 

Cd.  Juarez,  Chi. 

A.O.  Siith 
RilMukee,  KI.    (P) 

I.e. A.  de  Juarez 

Therioseter  Corp.  of 

Heather  and 

276 

59,493 

N.D, 

Parque  Industrial 

Aierica 

Hedical 

tt.   5  Carr.  a  Casa 

Springfield,  OH.   (R) 

Instruients 

6rande 

Figgie  Corp. 

Cd.  Juarez,  Chi. 

Richiond,  VA.     (P) 

Optron  de  Nexico 

TRN  Inc. 

Optoelectron 

BB2 

40,000 

1978 

Parque  Industrial  Rio 

Cleveland,  OH.   (P) 

ics,  diodes. 

Bravo  1,  Nuevo 

transistors 

2 

Zaraqosa,  Dist. 

shifts 

Bravos, 

Cd.  Juarez,  Chi. 

Optron  de  Rexico 

TRW  Inc. 

Light 

140 

4,000 

N.D. 

Av.  Hildaqo  1150 

Cleveland,  OH.   (P) 

etitting 

Col.  Suadalupe 

diodes. 

Victoria  y  Racedonia 

Rarquez 

6.  Guerrero,  Chi. 

81 


Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  aire 

675 

254,054 

N.D. 

PUnta  11 

Karren.  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2  ■ 

Bravo  1,  Nuevo 

shifts 

Zaragosa,  Dist. 

General  flotors 

Bravos, 

Detroit,  NI.     (P) 

Cd.  Juarez,  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Engineering 

N.D. 

N.D. 

N.D. 

Planta  12 

Narren,  OH.     (R) 

Parque  Industrial  Rio 

Bravo  1,  Nuevo 

Zaragosa,  Dist. 

Beneral  Itotors 

Bravos, 

Detroit,  HI.    (P) 

Cd.  Juarez,  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  Nire 

640 

108,663 

N.D. 

Planta  IJ 

Narren,  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

Zaragosa,  Dist. 

General  Rotors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juarez,  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  Kire 

1,180 

N.D. 

19B5 

Planta  »3a 

Narren,  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

Zaragosa,  Dist. 

General  flotors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juarez.  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  Nire 

7B3 

241,117 

1985 

Planta  (4 

Narren,  OH.     IR) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

Zaragosa,  Dist, 

Beneral  Hotors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juarez.  Chi. 

Vestidoras 

Inland  Div. 

AutoBotive 

950 

300,000 

1978 

Fronterizas 

Dayton,  OH.     IR) 

Seat  trii 

U.   10  Carr. 

Panaierican 

General  Hotors 

Cd.  Juarez.  Chi. 

Detroit,  HI.     (P) 

Controles  de 

Theri-O-Disc.  Inc. 

Teiperature 

1,100 

40,000 

1987 

Teiperatura 

Hansfiled.  OH.   (R) 

Controls, 

flv.Prof.  Ra«on  Lara  » 

therfostats 

2 

MIS 

Eierson  Electric 

shifts 

Cd.  Juarez,  Chi. 

St.  Louis.  Ho.    !P) 

82 


Electro  tecnica  del 

Scott  t  Fetzer 

Fractional 

122 

25,000 

N.D. 

Korte 

Nestlake,  OH.    (Rl 

electric 

Calle  VeneiueU  t  827 

■otors 

Sur 

Col.  ex-Hipodroio 

Eierson  Electric 

Cd.  Juarez,  Chi. 

St.  Louis,  no.   (P) 

Electro  tecnica  del 

Scott  (  Fetzer 

N.D. 

N.D. 

N.D. 

N.D. 

Norte 

Nestlake,  OH.    (R) 

Av.  lecnologico  y 

Ejercito  Nac. 

Col.  ex-Hipodroio 

Eierson  Electric 

Cd.  Juarez,  Chi. 

St.  Louis,  No.   (PI 

Fabricantes  de 

A.O.  Siith,  Electric 

Electric 

140 

65,000 

19B7 

Coiponentes  de 

Hotor  Div. 

lotor  parts 

llotoresll 

Tipp  City,  OH.   (R) 

Fracc.  Oasis 

KH.  14.5  Carr. 

A.  0.  Siith 

Pana»ericana 

Tipp  City,  OH.   (P) 

Cd.  Juarez,  Chi. 

Fabricantes  de 

A.O.  Siith,  Electric 

Electric 

73 

35,000 

19B7 

Coiponentes  de 

Hotor  Div. 

lotor  parts 

flotores  121 

Tipp  City,  OH.   (R) 

Fracc.  Oasis 

ICK.  14.5  Carr. 

A.  0.  Siith 

Panaiericana 

Tipp  City,  OH.   (P) 

Cd,  Juarez,  Chi. 

Productos  Electricos 

A.O.  Siith,  Electric 

Electric 

250 

35,000 

N.D. 

Aplicados 

Hotor  Div. 

lotors 

Parque  Industrial  La 

Tipp  City,  OH.   (R) 

2 

Ainistid, 

shifts 

m.  4  Carr.  Presa  la 

A.  0.  Siith 

Ainistad, 

Tipp  City,  OH.   (P) 

Cd.  Acuna.  Coahuila 

Equipos  de  Acuna 

Eagle  Picher  Ind. 

Steel 

30 

60,000 

19B7 

Parque  Industrial  La 

Cincinnati,  OH.   (P) 

Coiponents 

Atnistad, 

for  earth 

KR.  S.SCarr.  Presa  la 

loving 

Ainistad, 

equipient 

Cd.  Acuna.  Coahuila 

Pista  de  Prueba 

Firestone  Tire 

Tire  Testing 

26 

N.D. 

N.D. 

Aiistad 

Akron,  OH.       (R) 

Parque  Industrial  La 

Ainistad, 

KM.  14.5  Carr.  Presa 

Bridgestone  Corp. 

la  Ainistad. 

Tokyo,  Japan      (P) 

Cd.  Acuna.  Coahuila 

83 


Cerjuca  Creativi 

Creative  Ceraiics  Corp. 

Porcelein 

1,000 

160,000 

N.D. 

Cjlle  6usUvo  A 

Cleveland.  OH.     (R) 

Figures 

Hjdero  1200 

Piedrjs  Niegras, 

K.  (.  narui  ShoUi 

Coahuila 

Aichi-Ken,  Japan   (P) 

Rio  6rjnde  Servas 

Cooper  Tire  t  Rubber 

Kheel  Riis 

IBS 

15,000 

N.D. 

Calle  Victoria  1  2707 

Findely.OH.      (P) 

Norte 

Piedras  Niegras, 

Coahuila 

Dodge  de  nexico 

Reliance  Electric  Co. 

Chain  Bears 

N.D. 

N.D. 

N.D. 

Parque  Industrial  El 

Cleveland,  OH.     (P) 

Salto 

Calle  A  1170 

El  Salto,  Jal. 

Sources:   Norris  Clement,  et .  al 
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TABLE  II. 
OHIO  BASED  PLANTS  WHICH  HAVE  MOVED  TO  MEXICO.  flS  MAOUILftDORflS 
AUTO  RELATED  FIRMS 


(Data  Current  to  1988,  not  adjusted  for  merged  or  closed  firms) 
Mexican  Firm        US  Firm       Prod.   «  Emp.     Sq.Ft.    Est. 


Ensiible  de  Cables  y 
Coiponentes 
Calle  P.  Livas  2501 
Cd.  Guadalupe,  N.L, 

Packard  Electric  (R) 
Marren  OH, 
General  Motors  (P) 
Detroit,  HI. 

Auto  Hire 
Harnesses 

N.D. 

N.D. 

N.D. 

Sheller  Globe  de 

Hexico 

Blvd.  Diaz  Ordaz  122 

Col.  La  Faia 

Santa  Catarina,  N.L. 

Sheller  Globe  (R) 
Detroit,  HI. 
Sheller  Globe  (PI 
Toledo,  OH. 

Steering 
Mheels 
covered  Nith 
leather 

38 

25,935 

1988 

Coiponentes  Hecanicos 

de  Rataioros 

Parque  Industrial  del 

Norte 

flv.  Ilichican  y   Prolg. 

H.  natatoros,  Taip. 

Inland  Div. 
General  Rotors  (Rl 
Dayton,  OH. 

General  Hotors  (P) 
Detroit.  HI. 

Dashboards, 

steering 

wheels, 

brake 

asseiblies 

2,163 

3 
shifts 

"•°- 

1979 

84 


Industrias  Sobar 

Hren  Industires  |R) 

Hetal  Parts 

N.D. 

N.D. 

1985 

Parque  Industrial  del 

.Tipp  City,  OH. 

for 

Norte,  Calle  Sendero 

Dashboards 

y  Facultad  de 

Select  Tool  (  Die  Corp. 

nedicina 

Dayton,  OH.  (P) 

H.  Nataioros,  Taip. 

Autc  Industrial  de 

Parker  Hannifin  Corp. 

Autoiotive 

244 

40,415 

1978 

Partes 

Cleveland,  OH.  (P) 

turn 

Calle  Ayuntaiento  y 

indicators 

2 

flvila 

shifts 

H.  tiataioros,  Taip. 

BroMsviUe  Rubber 

Parker  Hannifin  Corp, 

Rubber  0* 

N.D. 

N.D. 

1972 

Co.  de  Hexico 

Cleveland,  OH,  (P) 

Rings 

Calle  Seita  y  Viscaya 

♦95,  Col.  Euzkadi 

H.  Rataaoros,  Taip. 

Industrias  Kren 

Kren  Industries 

Auto  dash 

IB 

13,000 

1985 

(1.  3  Sendero  Nac,  y 

Tipp  City,  OH,   (Rl 

board 

Entrada  Facultadad  de 

CDiponents 

2 

nedecina 

Select  Tool  k  Die  Co. 

shifts 

H.  rtatauoros,  Taip. 

Dayton,  OH,     (P) 

Leece  Neville  de 

Leece  Neville  Co, 

Autoiotive 

N.D, 

N.D. 

1969 

Hexico 

Cleveland,  OH,   (R) 

fractional 

Prolg.  JJ  Solernau 

hrosepoNer 

Ote,  y  Av.  Baestro 

Sheller-Slobe  Corp, 

•otors 

H.  Hata«oro5.  Taip. 

Toledo,  OH.     (P) 

PleNS  S.fl. 

Parker  Hannifin  Corp, 

Autoiotive 

13 

N.D. 

1985 

Calle  JJ  Solernau  y 

Cleveland,  OH,    (P) 

service 

&a  flOO  Col.  Centre 

tools 

H.  flatatoros,  Taip. 

Alasbrados 

Pakard  Electric  Div. 

Autoiotive 

800 

N.D. 

1986 

Autoaotrices 

Warren,  OH.    (R) 

Kire 

Parque  Industrial  OL 

Harnesses 

Lonqoria,  Av.  Sral. 

F.  Villa  y  Iturbe 

Beneral  Hotors 

Nuevo  Laredo,  Ta«p. 

Detroit,  HI.   (P) 

Delredo.  SA 

Dele  Products  Div. 

N.D. 

550 

230,000 

1982 

Parque  Industrial  OL 

Dayton,  OH.    (R) 

Longoria,  Calle  A. 

3 

Caiacho.  Lote  >6 

General  Hotors 

Shifts 

Nuevo  Laredo,  Taip. 

Detroit,  HI.   (P) 

85 


Haiill  de  Hexico 

THK,  Inc. 

Seat  Belts 

920 

92,000 

1981 

Parque  Industrial 

Cleveland,  OH.  (P) 

Rernosa.  Ki.  9  Carr. 

2 

i  Natasoros 

shifts 

Rernosa,  Taip. 

Parker  Reynosa 

Parker  Hannifin  Corp. 

0"  Rings 

49 

18,000 

1988 

Ki.  .8  Periferico 

Cleveland,  Oh.   (P) 

Reynosa.  Taip. 

TKN  Autoaotive  Prod. 

TRH,  Inc. 

Rack  k 

N.D. 

N.D. 

1989 

Reynosa,  Taip. 

Hacedonia,  OH.  (R) 
TRII,  Inc. 
Cleveland,  OH.  (P) 

Pinion 

Stearing 

Eears 

Alaibrados  y 

Packard  Electric  Div. 

Autoiotive 

3,424 

N.D. 

N.D. 

Circuitos 

Karren,  Oh.     (R) 

Hire 

Electronicos 

Harnesses 

3 

Parque  Industrial  Las 

General  Rotors 

shifts 

Aiericas 

Detroit,  HI.    (P) 

Chihuahua,  Chi. 

Sujes  de  Bronce 

Eagle  Richer  Bearings 

Bearings 

N.D. 

N.D. 

N.D. 

Parque  Industrial  Las 

Toledo,  OH.      (R) 

Aiericas,  Prolq.  Av. 

de  LasAiericas 

Eagle  Richer  Industries 

Chihuahua,  Chi. 

Cincinnati,  OH.   (P) 

Industrias  Allen  de 

Day  International 

Autoiotive 

700 

94,746 

19B4 

Chiuahua 

Dayton,  OH.      (P) 

seat  trii 

Parque  Industrial  Las 

2 

Aiericas,  Prolg,  Av. 

shifts 

de  las  Aiericas 

Chihuahua,  Chi. 

Alhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

N.D. 

N.D. 

N.D. 

circuitos  Electricons 

Karren,  OH.      (R) 

Mire 

Plant  1  5 

Harnesses 

(•  Z  Carr.  A  Avalos  y 

General  Motors 

Periferico 

Detroit,  HI.     (P) 

Chihuahua,  Chi. 

Alhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

800 

130,000 

N.D. 

circuitos  Electricons 

Harren,  OH.      (R) 

Nire 

Parque  Industrial  de 

Harnesses 

2 

Cd.  CuauhteiOC,i:i  S 

General  Hotors 

shifts 

Carr.  a  Anah;uac  s/n 

Detroit,  HI.     (P) 

Chihuahua.  Chi. 
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CabUjdos  de  Juarez 

Packard  Electric  Div. 

Autoiotive 

1,809 

278,000 

N.D. 

Area  Industrial  Oiega 

Warren,  OH.      (R) 

Kire 

Col.  Caiino  Rivereno 

Harnesses 

2 

Cd.  Juarez,  Chi. 

General  Hotors 
Detroit,  «I.     (P) 

shifts 

fllhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

797 

132,000 

1984 

Circuitos  Electricos 

Barren,  OH.      (R) 

Kire 

Parque  Industrial  las 

Harnesses 

3 

Virgines 

General  Motors 

shifts 

li  Poniente  y   Calle  3 

Detroit,  HI.     (P) 

Cd,  Oelicias,  Chi. 

fllhaibradores  y 

Packard  Electric  Div. 

Autoiotive 

800 

150,696 

N.D. 

Circuitos  Electricos 

Karren,  OH.      (R) 

Hire 

Parque  Industrial 

Harnesses 

Paquiie,  tn.   7  Carr. 

General  Hotors 

i  Chihuahua, 

Detroit,  HI.     (P) 

Nuevo  Casa 

6randes,Chi. 

Conductores  y 

Packard  Electric  Div. 

Autoiotive 

320 

60,000 

N.D. 

Coiponentes 

Karren,  OH.      (R) 

Kire 

Electricos 

Harnesses 

Doi.  conocido 

General  flotors 

Villa  Ahuiada.Chi. 

Detroit,  ni.     (P) 

Conductores  y 

Packard  Electric  Div. 

Auto  Hire 

1,227 

264,617 

N.D. 

Coiponents  Electricos 

Karren,  OH.      (R) 

Harnesses 

de  Juarez 

2 

Parque  Industrial  AJ 

shifts 

Beriudez,  UN  3.5 

General  Motors 

Carr.  Juarez-Porvenir 

Detroit,  HI.     (P) 

Cd.  Juarez,  Chi. 

Deliei  de  Juarez 

Delco  Products  Div. 

Antennas, 

834 

118,187 

N.D. 

Parque  Industrial  AJ 

Dayton,  OH.       (R) 

ISC  lotors, 

Beriudez,  KH  3.5 

Electrical 

3 

Carr.  Juarez-Porvenir 

General  Motors 

coiponents 

shifts 

Cd.  Juarez.  Chi. 

Detroit,  HI.      (P) 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  Hire 

675 

254,054 

N.D. 

Planta  tl 

Karren,  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

2aragosa,  Dist. 

General  Hotors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juarez,  Chi. 
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Rio  Bravo  Electronics 

Packard  Electric  Div, 

Engineering 

N.D. 

N.D. 

N.D. 

Plantj  #2 

Narren,  OH.     (R) 

Parqce  Industrial  Rio 

Bravo  1,  Nuevo 

Zaragosa,  Dist. 

General  Motors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juarez,  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  tiire 

640 

108,663 

N.D. 

Planta  13 

Karren,  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

Zaragosa,  Dist. 

General  Motors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juare:,  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  Mire 

1,180 

N.D. 

1985 

Planta  13a 

Karren,  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

Zaragosa,  Dist. 

General  Motors 

Bravos, 

Detroit,  HI.     (P) 

Cd.  Juarez,  Chi. 

Rio  Bravo  Electronics 

Packard  Electric  Div. 

Auto  Kire 

783 

241,117 

1985 

Planta  #4 

Narren,  OH.     (R) 

Harnesess 

Parque  Industrial  Rio 

2 

Bravo  1,  Nuevo 

shifts 

Zaragos.,  Dist. 

General  Motors 

Bravos, 

Detroit,  HI.    (P) 

Cd.  Juarez,  Chi. 

Vestidoras 

Inland  Div. 

Autoiotive 

950 

300,000 

1978 

Fronterizas 

Dayton,  OH.     (R) 

Seat  trii 

Hi.  10  Carr. 

Panaierican 

General  Motors 

Cd.  Juarez,  Chi. 

Detroit,  MI.     (P) 

Pista  de  Prueba 

Firestone  Tire 

Tire  Testing 

26 

N.D. 

N.D. 

Aiistad 

Akron,  OH.       (R) 

Parque  Industrial  La 

Ainistad, 

m.   14.5  Carr.  Presa 

Bridgestone  Corp. 

la  ftinistad, 

Tokyo,  Japan      (P) 

Cd.  Acuna,  Coahuila 

Rio  Grande  Servas 

Cooper  Tire  (  Rubber 

Nheel  Riis 

188 

15,000 

N.D. 

Calle  Victoria  f  2707 

FindeIy,OH.      (P) 

Norte 

Piedras  Niegras, 

Coahuila 
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Dodge  de  Nexico 
Parque  Industrial  El 
Salto 

Calle  A  1170 
El  Salto,  Jal. 


Reliance  Electric  Co. 
Cleveland,  OH.  (P) 


Sources:       See    Table    I. 


TABLE  III. 

OHIO  BASED  PLANTS  WHICH  HAVE  MOVED  TO  MEXICO.  ftS  WAQUILAD0RA5 
ELECTRONICS  RELATED  FIRMS 

(Data  Current  to  i9BB,  not  adjusted  for  merged  or  closed  firms) 

Mexican  Firm        US  Firm       Prod.  #    Emp.     Sq.Ft.    Est. 


S.I.  de  riexico.Calle 
la  Ote.  1  fly.  25, 
Agua  Prieta,  Son. 

Standex  Electronic  (R) 
Cincinnati,  OH. 
General  Electric  (PI 
London,  England 

Electronics 
Products 

331 

N.D. 

N.D. 

C.E.  Sonora 
Periferico  Pte. 
Heriosillo,  Son. 

Cincinnati  Electronics 
(R)  Cincinnati,  OH. 
General  Electric  (PI 
London,  England 

Electrical 
and 

Electroiecha 
nical 

250 

2 
shifts 

45,000 

N.D. 

Caibion  fleticana 
Calle  Bustaiante  y 
Periferico, 
Negates,  Son. 

Hidland-Ross  Corp.(P| 
Cleveland,  OH. 

Electronics 

N.D. 

N.D. 

N.D. 

Victoreen  de  Neiico 
Cd.  Industrial 
U.   8.5  L.  Villar 
H.  Rataioros,  Taip. 

Victoreen  Inc.  (R) 
Cleveland,  OH. 
Sheller-Slobe  Corp,  (P) 
Toledo,  OH. 

Special 
Purpose 
Resistors 

N.D. 

N.D. 

1979 

Coil  de  nexico 
Calle  9a  y  Allende 

H.  Hataioros,  Taip. 

BagneTek  National 
Electric  Coil  Div. 
Coluibus,  OH.  (R) 
HageTek  Inc. 
Los  Angeles,  CA.  (P) 

Hydro 

electric 

coils 

N.D, 

N.D. 

1977 

Condura/Apacon 

Av.  L.  Villar  1378 

Ote. 

H.  Hataioros,  Taip. 

Eaton  Corp. 
Carol  Streai,  IL.  (R| 
Eaton  Corp. 
Cleveland,  OH.  (P) 

Electro 

■echanical 

devives 

800 

2 
shifts 

100,000 

1974 

89 


Electronic  Control 

Ranco  Corp, 

AC  poxer 

625 

60,000 

1967 

Corp. 

Dublin,  OH.    (R) 

controls 

Calle  Pruera  J2000 

PC  board 

2 

Col.  Jirdin 

Siebe  PLC.    (P) 

asseibly 

shifts 

H.  llataiorDS,  Taip. 

Address  Unknoiin.Enaland 

Ranco  de  Hexico 

Ranco  Corp. 

Teiperature 

N.D. 

N.D. 

1973 

ICi  5  L.  Villar  i72& 

Dublin,  OH.     (R) 

Control 

Ote. 

Siebe,  PLC.     (P) 

devices 

H.  Bataioros,  Taip. 

Address  UnknoNn, England 

PC  Boards 

Electronica  Ensaibles 

TRH,  Inc. 

electronics 

200 

65,000 

19B5 

Parque  Industrial 

Cleveland,  OH.   !P) 

Reynosa,  U.   9  Carr. 

a  Hataioros 

Reynosa,  Taip. 

Deliei  de  Juarez 

Del  CO  Products  Oiv. 

Antennas, 

034 

11B,1B7 

N.D. 

Parque  Industrial  AJ 

Dayton,  DH.       (R) 

ISC  lotors, 

Benude:,  KH  3.5 

Electrical 

3 

Carr.  Juarer-Porvenir 

General  Hotors 

coiponents 

shifts 

Cd.  Juarez,  Chi. 

Detroit,  HI.      (P) 

Electro-tech 

Hidland  Ross  Corp. 

transforaers 

301 

43,384 

1982 

Parque  Industrial  flJ 

Cleveland,  OH.     (R| 

electrical 

Bertudez,  M  3.5 

relays,  PC 

Carr.  Juarez-Porvenir 

Frostian  Little  4  Co. 

boards 

Cd.  Juarez.  Chi. 

Ne«  rork,  N.Y.     (P) 

Proctor  Silei 

KearEver-Proctor  Silex 

N.D. 

N.D. 

N.D. 

N.D. 

Parque  Industrial 

Chilicothe,  OH.    (P) 

Fernandez,  Calle 

Hagneto  t  2129  y 

Toias  (lora 

Cd.  Juarez,  Chi. 

Fabricnates  de 

A.O.  Siith,  Electric 

Electric 

403 

N.D. 

Botores  Electricos  de 

Hotor  Div. 

Motors 

52 , 572 

Mexico 

Tipp  City,  OH.    (R) 

3 

Parque  Industrial 

shifts 

Ki.  5  Carr.  a  Casa 

Grande 

A.O.  Siith 

Cd.  Juarez.  Chi. 

HiUaukee,  VI.    (P) 

Hotores  Electricos  de 

A.O.  Siith,  Electric 

Electric 

1,152 

183,420 

N.D. 

Juarez 

Hotor  Oiv. 

Motors 

Parque  Industrial 

Tipp  City,  OH.    (R) 

2 

(i.  5  Carr.  a  Casa 

shifts 

Brande 

Cd.  Juarez,  Chi. 

A.O.  Siith 
Hiliraukee.  MI.    (PI 
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Optron  de  Hexico 

m   Inc. 

Optoelectron 

882 

40,000 

1978 

Parque  Industrial  Rio 

Cleveland,  OH.   (P) 

ics,  diodes. 

Bravo  1,  Nuevo 

transistors 

2 

Zaragosa,  Dist. 

shifts 

Bravos, 

Cd.  Juarez,  Chi. 

Optron  de  Neiico 

TRK  Inc. 

Light 

140 

4,000 

N.D. 

Av.  Hildago  1150 

Cleveland,  OH.   (P| 

eiittin; 

Col.  Euadalupe 

diodes. 

Victoria  <r  Macedonia 

Narquez 

6.  Guerrero,  Chi. 

Controles  de 

Theri-O-Disc,  Inc. 

Teiperature 

1,100 

40,000 

1987 

Teiperatura 

Hansfield,  OH.   (R) 

Controls, 

Av.Prof.  Raion  Lara  ♦ 

theriostats 

2 

MIS 

Eierson  Electric 

shifts 

Cd.  Juarez,  Chi. 

St.  Louis,  Ro.   (P) 

Electro  tecnica  del 

Scott  I  Fetzer 

Fractional 

122 

25,000 

N.D. 

Norte 

Nestlake,  OH.    (R) 

electric 

Calle  Venezuela  ♦  827 

iotors 

Sur 

Col.  ex-Hipodroio 

Eierson  Electric 

Cd.  Juarez,  Chi. 

St.  Louis.  Bo.   (P) 

Electro  tecnica  del 

Scott  I  Fetzer 

N.D. 

N.D. 

N.D, 

N.D. 

Norte 

Hestlake,  OH.    (R) 

Av.  Tecnologico  y 

Ejercito  Nac, 

Col.  ex-Hipodro«o 

Eierson  Electric 

Cd.  Juarez,  Chi. 

St.  Louis,  Ho.   (P) 

Fabricantes  de 

A.O.  Siith,  Electric 

Electric 

140 

65,000 

1987 

Coiponentes  de 

Hotor  Div. 

iotor  parts 

Hotoresll 

Tipp  Citr,  OH.   (R) 

Fracc.  Oasis 

a.   14.5  Carr. 

A,  0.  Siith 

Panaaericana 

Tipp  City,  OH.   (P) 

Cd.  Juarez.  Chi. 

Fabricantes  de 

A.O.  Siith,  Electric 

Electric 

73 

35,000 

1987 

Coiponentes  de 

Kotor  Div. 

iotor  parts 

Hotores  12 

Tipp  City,  OH.   (R) 

Fracc.  Oasis 

m.  14.5  Carr, 

A.  0.  Siith 

Panaiericana 

Tipp  City,  OH.   (P) 

Cd.  Juarez,  Chi. 
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Productos  Electricos 

A.D.  Siith,  Electric 

Electric 

250 

35,000 

N.D. 

Aplicados 

Hotor  Oiv. 

lotors 

Parque  Industrial  La 

Tipp  City,  OH.       (R| 

2 

Ainistad. 

shifts 

KH.  6  Carr.  Presa  la 

A.  0.  Siith 

Ainistad, 

Tipp  City,  OH,      (P) 

Cd.  Acuna,  Coahuila 

Sources:     See    Table    I. 

TABLE  IV. 

WORKER'S  DAILY  WAGES  IN  nEXICflN  QUTO  FIRMS.  MARCH  19B8 

( IN  US  DOLLARS) 

COMPANY  (EST.)    HIGH  WAGE  POSITION    LOW  WAGE   AVERAGE  WAGE 


Chrysler 
Federal    District 

«11.83 

$5.01 

$9.30 

Chrysler 
Toluca 

«12.38 

$4.35 

$8.78 

Chrysler 

Ramos    Arizpe    (1951) 

$10.23 

$3.95 

$6.51 

Ford 
Cuautitlan 

S13.69 

$6.41 

$9.90 

Ford 

Chihuahua          (1983) 

$10.88 

$5.02 

$7.48 

Ford 

Hermosillo       (19B6) 

$14.95 

$8.31 

$11.64 

General    Motors 
Federal    District 

$14.20 

$7.45 

$10.99 

General    Motors 
Toluca               (1965) 

$13.75 

$4.66 

$    8.93 

General    Motors 
Ramos    Arizpe    (Autos) 
(1981) 

$9.61 

$3.94 

$    6.60 

General    Motors 
Ramos    Arizpe 
(Engine    Plant) (1981) 

$9.38 

$4.20 

$    6.50 

67-900  0-93-4 
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Nissan 
Cuernavaca 


Nissan 
flguascalientes  (1981) 


Volkswagen 

Puebla ^_______ 

Sources:   Our  computations  based  upon  auto  industry  labor 
contracts,  materials  of  the  Junta  Federal  de  Conciliacion  y 
Arbitraje,  and  related  data  presented  in:  Kevin  Middlebrook, 
Politics  of  Industrial  Restructuring,"  Comparative  Politics 
23,  no  3  (April,  1991) , 
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Chairman  Gibbons.  Mr.  Richardson,  please. 

STATEMENT  OF  HON.  BILL  RICHARDSON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  MEXICO 

Mr.  Richardson,  Thank  you,  Mr.  Chairman.  I  want  to  thank  you 
for  the  opportunity  to  testify  at  today's  hearing.  I  support  NAFTA 
and  beHeve  that  the  parallel  side  agreements  on  the  environment 
and  labor  will  strengthen  the  NAFTA  package  that  the  Congress 
will  hopefully  approve  sometime  this  summer, 

Mr.  Chairman,  as  the  Congress  and  the  subcommittee  begin  its 
new  role  with  the  new  Administration  on  the  contents  of  the  side 
agreements,  we  should  all  keep  several  factors  in  mind.  First, 
President  Clinton  supports  NAFTA.  In  the  fall  in  meetings  with 
President  Salinas  and  Canadian  Prime  Minister  Mulroney,  the 
President  stated  very  clearly  his  opposition  to  renegotiation  of  the 
NAFTA  text.  At  the  same  time,  however,  the  President  made  a 
commitment  to  negotiate  side  agreements  to  address  the  growing 
criticisms  about  NAFTA  on  environmental  and  labor  issues. 

With  the  negotiations  on  the  side  agreements  scheduled  to  get 
underway  on  May  15,  it  is  not  going  to  be  constructive  for  the  Con- 

fress  to  fight  the  fundamental  thrust  of  the  trade  agreement.  We 
ad  that  fight  2  years  ago  on  the  fast-track  vote.  We  made  a  deci- 
sion then  that  trade  and  investment  in  North  America  would  be 
liberalized  over  a  period  of  15  years.  The  best  role  that  we  can  play 
now  is  to  focus  on  the  side  agreements  and  do  our  part  to  get  a 
final  agreement  that  has  strong  environmental  oversight  and  pro- 
tection in  North  America  and  establish  strong  labor  and  worker 
safety  provisions. 

These  efforts  are  going  to  start  soon,  Mr,  Chairman,  and  we 
should  support  those  negotiations. 

As  our  new  Trade  Representative  stated  in  his  testimony  in  the 
Senate  and  here  today,  NAFTA  is  good  for  the  U,S,  economy  and 
good  for  U,S,  jobs,  I  want  to  emphasize  that  point  strongly,  because 
so  much  of  the  rhetoric  on  NAFTA  suggests  that  we  are  doing  it 
for  Mexico.  The  United  States  needs  NAFTA  just  as  much  as  Mex- 
ico and  Canada.  Mr.  Chairman,  Mexico  and  Canada  are  not  our 
competitors.  They  are  our  allies  and  partners  in  strengthening  the 
economy  of  the  United  States  and  North  America.  NAFTA  will 
open  up  a  Mexican  market  of  85  million  consumers  to  American  ex- 
ports, and  in  the  long  run,  it  will  increase  our  global  competitive- 
ness in  world  markets. 

Over  the  next  few  months.  Members  of  Congress  and  the  Amer- 
ican public  are  going  to  be  inundated  with  reports,  studies,  and  po- 
sition papers  that  project  the  job  gains  and  job  losses  from  NAFTA 
over  the  next  5  years.  In  assessing  NAFTA,  it  is  my  hope  that  we 
can  look  beyond  the  next  5  years,  even  though  projections  show  a 
significant  net  gain  of  U.S.  jobs,  and  into  the  next  century  and 
think  about  America's  competitiveness  position  in  the  21st  century 
world  economy.  Without  NAFTA  and  the  strength  that  it  will  give 
the  United  States  as  an  economic  unit,  we  are  simply  not  going  to 
be  able  to  compete  with  a  unified  Europe,  with  Japan,  and  even 
with  nations  such  as  China.  The  United  States  needs  NAFTA  so 
that  we  can  combine  our  economic  strengths  with  Mexico  and  Can- 
ada to  match  the  production-sharing  strategies  of  our  competitors. 
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So  NAFTA  is  much  more  than  increased  jobs  in  the  short  run, 
which  most  studies  clearly  show.  It  is  also  about  the  health  of 
America's  competitiveness  in  the  21st  Century. 

While  I  am  strongly  supportive  of  NAFTA,  there  is  considerable 
room  for  improvements  in  the  areas  of  labor  and  the  environment. 
I  hope  we  do  initiate  a  broad-based  retraining  program  for  Amer- 
ican workers.  On  the  environment,  what  we  need  to  do  is  develop 
long-term  financing  strategies  for  environmental  protection  along 
the  U.S./Mexico  border  and  for  all  three  NAFTA  countries. 

Mr.  Chairman,  in  legislation  that  I  have  already  introduced  in 
the  House  with  Congressman  Ron  Wyden — H.  Con.  Res.  46 — I  have 
called  for  the  creation  of  a  Border  Environmental  Guarantee  Fund, 
the  purpose  of  which  will  be  to  provide  financial  guarantees  for  the 
repayments  of  bonds  that  are  issued  by  the  private  sector  and  that 
are  used  by  local  border  communities  to  create,  replace,  or  improve 
environmental  infrastructure  facilities  such  as  water  or  wastewater 
systems.  It  will  be  residents  of  these  border  communities,  not  the 
Federal  Government,  that  will  make  payments  on  these  bonds 
through  a  system  of  user  fee  charges  established  by  the  local  envi- 
ronmental facility.  I  will  provide  the  subcommittee  with  a  February 
22  statement  on  this  proposal,  which  provides  a  more  detailed  ex- 
planation of  how  such  a  fund  would  be  established  and  how  it 
would  operate. 

Mr.  Chairman,  your  subcommittee  will  play  a  critical  role  in 
strengthening  the  NAFTA  package  that  Congress  will  have  to  con- 
sider. I  hope  that  our  negotiations  with  Mexico  and  Canada  on  the 
side  agreements  are  successful.  I  want  to  stress  again,  I  think  it 
is  critically  important  that  Congress  play  a  role  in  the  side  agree- 
ments; second,  that  the  negotiations  be  concluded  on  NAFTA,  and 
that  the  Congress  vote  on  NAFTA  this  calendar  year.  Otherwise, 
there  will  be  unfortunate  trade  and  foreign  policy  repercussions  in 
the  three  countries. 

Mr.  Chairman,  I  think  many  of  the  points  of  view  by  many  of  our 
colleagues  here  at  this  table  can  be  reconciled  with  good-faith, 
good-will  negotiations.  In  my  strong  judgment,  NAFTA  is  in  the 
best  interests  of  the  United  States,  of  our  neighbors,  of  our  hemi- 
sphere, and  most  importantly  in  the  long  run  of  American  workers. 

Thank  you,  Mr.  Chairman. 

[An  attachment  to  the  prepared  statement  follows:] 
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olds  a 


ompanys 


:hru.  eye.  thee 

:y  school  sacb  ysar  tcr  the  c 
ind  5up«rliitandeDU  The 
brlcifs  ID  the  state's  best  ufety  e 
discuss  a  tr.yrlati  of  safety  Issues,  Including 
defensive  driving,  natural  gas  safety.  Jobslte 
protection,  trenching,  and  trafnc  control. 
The  company  also  holds  an  eight-hour  winter 
safety  seminar  tor  all  of  lu  employees  and 
hits  Implemented  an  extensive  safety  rec- 
op::ltloa  and  awards  program.  Safety  news- 
letters, a  trench  safety  program,  company 
tool-box  talks,  and  safety  workshops  are 
other  malor  elements  of  their  safety  pro- 
gra.m. 

The  company's  safety  program  was  greatly 
expanded  In  1969.  when  Delaine  brought  Jim 
Kurth.  a  20-year  foreman,  into  the  main  of- 


safety  manager.  Jim  haa  been  In- 
n  the  recent  growth  of  our  safe- 
ty program."  Delaine  said. 

During  the  company's  upcoming  annual 
banquet,  MRM  will  honor  several  employees 
that  have  been  with  the  organization  for  30 
years.  In  addition,  the  company  will  present 
awards  of  thanks  to  20-years  and  10-year  em- 
ployees. That  fact,  alone,  speaks  volumes 
about  the  company — employees  love  to  work 
for  MRM. 

Harold  Mueller,  chairman  of  the  board  of 
MRM.  believes  that  the  safety  program  that 
Delaine  has  developed  for  the  company  has 
been  a  major  factor  In  the  company's  excep- 
tionally low  employee-turnover  rate.  "By 
having  a  strong  safety  program,  employees 
know  and  understand  that  their  employers 
are  concerned  about  them.'  he  said.  "It 
makes  them  happy,  and  It  makes  them  more 
productive,  which.  In  turn,  makes  the  com- 
pany as  a  whole  run  and  perform  better  " 

OrVINQ  BACK  TO  THE  l.SDfSTRY 

Delalne'3  safety  skills  do  not  stop  with  her 
company.  As  an  active  member  of  the  Wis- 
consin   Underground    Contractors'    Associa- 
tion CftTCA).  Delaine 
in  the  association's  es 
task  force.  The  task  force,  comprised  of  sal 
ty  directors  from  member  companies,  mee 
regularly   to   review   safety   standards,    pli 
safety  seminars,  and  compose  and  dlstrlbu 
safety-related  letters  to  state  legislators  a: 
agency  officials.  Currently,  the  task  force 
developing  a  statewide  safety  guide  for  u 
derground    utility    contractors.     "Delaln< 
leadership  and  advice  throughout  the  yea 
have  helped  to  rr    ' 
the  most  Informative  on  safety 
area."  sA'.d  Dick  Wanta.  WUCA 
rector.  "Her  company's  safety  efforts  have 
done  a  lot  to  raise  safety  awareness  among 
our  members  and  across  the  state." 

Delaine's  safety  consciousness  was  also  a 
primary  reason  that  she  became  Involved  In 
NUCA.  In  January  1962.  she  attended  NUCA's 
emlnar  In  Puerto  Rico.  A  few 
er.  she  attended  NUCA's  national 
In  Phoenix.  Ariz.  "Our  company 
had  belonged   to  several   organlza 


A  rvLL  PLATE  FOR  ISB2 

Looking  ahead  to  what  she  will  bring  to 
hT  presidency.  Delaine  Is  focused  and  clear. 
■We  will  pick  up  where  i991  president  Ron 
Pacella  left  off.  "  Delaine  said  of  her  legisla- 
tive goals  for  1993.  "Ron  laid  a  strong  foun- 
dation for  securing  adequate  construction 
funding  under  the  Clear  Water  Act.  We  will 
accomplish  this  goal  donng  1992.  We  really 
have  no  other  choice." 

Also  at  the  top  of  Delaine's  legislative 
laundry  list  Is  the  defeat  of  H.R  3160,  the  so- 
called  OSHA  reform  legislation  now  pending 
In  Congress.  "Our  Industry  has 
dedication  to  workplace  safety. 
not  support  a  bill  that  holds 
ment  personally  lUble  for  workplace  safety 
but  does  not  take  employee  responsibility 
Into  account.  Nor  can  we  support  a  bill  that 
sets  one  model  and  does  not  provide  for  em- 
ployer flexibility  in  developing  a  safety  pro- 
gram. "  she  said.  Although  Delaine  concedes 
that  It  13  unlikely  that  we  will  be  able  to  de- 
feat the  entire  bill,  she  does  believe  we  can 
Influence  the  final  version  to  make  It  more 
contractors. 


me.Tiber  of  her  church,  where  she  taught 
Sunday  school  and  vacation  Bible  school. 
Delaine  Is  active  in  a  program  to  feed  and 
clothe  the  homeless.  "I  really  enjoy  my  work 
with  the  homeless.  I  love  to  give  to  others, 
and  they  are  so  appreciative." 

Delaine's  life  Is  fUled  with  her  family.  She 
beams  with  pride  as  she  talks  about  life  as  a 
mom  of  four  and  a  grandma  of  nine.  Her 
daughter  Kithy  owns  a  travel  agency  and 
has  three  children.  Sharon,  another  daugh- 
ter, has  three  children  and  designs  and  pub- 
ly's  tool-box  talks  and 
her     home.     Her    sons. 


Charles, 


and  talking  with  key  lawma 

lleves  that  NUCA  can  .make 

convince  Congress  tha 

Incentives    would    and    should    relieve    the 

struggling  economy. 

Outside  the  legislative  arena.  Delaine  will     scribe  a  wc 
continue  to  give  a  high  priority  to  NUCA's     to  the  top  < 
safety    programs.    During    1992.    NUCA    will     good  hands 
hold  another  series  of  competent-person  In- 
structor training  courses,  as  well  as  begin  a 
new  safety  training  series  on  confined-space 
entry.  In  addltloD.  NUCA's  safety  committee 
Is  currently  conducting  a  comprehensive  re- 
vision of  the   NUCA   Safety   Manual,   which 
will  be  completed  by  mld-1993. 

Delaine  also  hopes  to  make  major  strides 
In   membership  developmeni 


haa  two  children,  and  Richard, 
child,  own  a  metal  polishing  and 
'My  husband.  Chuck,  as 
have  been  very  support- 
ive of  my  decision  to  uke  on  the  NUCA  pres- 
idency. They  have  Just  been  great."  she  said. 
With  a  life  filled  with  so  much  acUvlty  and 
family.  Its  hard  to  Imagine  how  Delaine 
finds  time  for  the  many  other  activities  that 
she  regularly  undertakes— travelling,  golf- 
ing, scuba  diving,  downhill  skiing,  and  grow- 
ing roses. 

rr  SAYS    "VROOMM  • 

As  I  took  one  last  glance  back  at  the  of- 
fices of  MRM  before  I  rotomed  from  the 
Interview  with  Delaine,  my  eye  caught  the 
license  plate  of  the  sparkling  blue  Mercedes 
that  she  drives  around  Milwaukee.  It  reads 
"VROOMM   "  The  plate  Is  Indicative  of  the 


Dtly  took  over  the 
NUCA  presidency— an  energetic.  Intelligent, 
and  driven  leader.  How  else  would  you  de- 
scribe a  women  who  beat  the  odds  to  climb 
to  the  top  of  her  profession.  NUCA  will  be  In 
1992. 


HOUSE  CONCURRENT  RESOLUTION 
46,  THE  JOINT  COMMISSION  FOR 
THE  L-NITED  STATES-MEXICO 
BORDER  REGION 


chapters  could  be  the  core  of  this 
With  NUCA's  assistance,  our  chapte 
grow  and  become  stronger,  and  In  tur 
the  assistance  and  commitment  of  ou 
ters,  NUCA  will  grow  stronger.  IX  w 
each  other,  we  will  become  more  solid. 

A  BBIOHT  FVTVRE 
When  asked 


HON.  BUI  RICHARDSON 

grow  OF  NEW  MEXICO 

"Our  IN  THE  HOUSE  0?  REPRESE3rrATrVE3 

i' wui  Monday.  February  22.  1993 

with         Mr.  RICHARDSON.  Mr.  Speaker,  on  Thurs- 
chap-    day  February  18.  1993,  I  Introducad  legislation 
1>«1P    to  create  a  joint  commission  for  the  United 
Slates-Mexico  bortjer  region.  The  creation  of 
such  a  commission  Is  long  overtJue.  It  is  need- 
store  for  the  future     g^  to  address  the  escalation  o(  i      ' 


NUCA.  noth- 
ing compared."  Delaine  said.  "We  quickly 
learned  that  NUCA  Is  a  unique  organization. 
You're  an  Individual  at  NUC.\.  and  members 
care  about  you  as  a  person," 

It  wasn't  long  after  the  company  Joined 
the  NUCA  that  Delaine  became  an  active 
part  of  the  committees.  "Loretta  Simmons 
and  Vic  DlGeronlmo  were  strong  Influences 
In  my  becoming  involved  with  NUCA  so 
quickly."  Delaine  said.  "Lo.'etta  wanted  me 
on  NUCA's  safety  comjr.lttee.  and  Vlo  asked 
me  to  head  a  special  task  force.  They  were 
both  so  supportive,  and  I  found  that  I  really 
loved  working  with  NUCA  members." 

Soon  after  her  Introduction  to  NUCA  com- 
mittees.    Delaine     moved 


13  extremely  positive, 
me  say  that  ( 
killing  American  business.  But  not  all  the 
regulation  and  legislation  has  been  bad.  A 
lot  of  laws  and  regulations  have  been  forced 
upon  the  Industry,  but  there  Is  a  flip  side  to 
this.  Some  good  has  come  out  of  It.  Tighter 
restrictions  have  significantly  I 


Involved  1 


underground  utility  constnicUon.^ Delaine     ^p^j  p^yj,.  ^ga)^  problems  In  the  region,  and 

,..  -.., .....    V.     _,.._  v...     ^  believe  both  the  United  States  and  Mexico 

shouW  agree  to  the  terms  o(  such  a  joint  com- 
mission before  the  implementation  o(  the 
North  American  Free-Trade  Agreement 
[NAFTA]. 

House  Concurrent  Resdulion  46  does  not 
otter  a  spedtic  solution  to  every  single  envi- 
ronmental concem  raised  by  Itie  NAFTA,  but 
11  does  contain  a  broad  array  o(  elemenls  that 
address    significant    environmental    problems 
and  offers  an  outline  as  to  how  the  United 
States   and   Mexico  can   won<   bilaterally  to 
solve  them. 
The    people    wtxj    live    along    tha    United 
tlve.  NUCA  actively     States-Mexico  border  are  on  the  frontline  o( 
effect  change  and  help  the  Industry     ,f^  j,^  counWes'  environmental  and  public 
and  I  would  like  to  be  part  of  that     ^^^^  problems.  AJr  pollution,  contaminalkjn 
5''°  =*"^'  of  ortxjnd  water  and  surface  water  aupptes, 

MORE  THAN  MEETS  THE  EYE  ^^  explostve  lovels  of  population  and  poverty 

Behind  her  trademark  pink  hard  hat.  clip-     g^g,  j^  pgj,  decade  have  degraded  the  bOf- . 
>ard.   and   safety   seminars   lurks  another  environment  and  left  the  region's  envlron- 

.ry  different,  yet  similar  Indlvldua^  ^^^  mirastnicture  substai^d.  at  best. 
rshlp  helping  others  carries  over  to  her  life  outside  and.  in  tar  too  many  cases  ?["Ply  "°"9»f '■ 
e^on     of  the  construction  Industry.  A^  an  active     ent.  The  U.  S.  Environmental  Protection  Agen- 


is.  which  has  resulted  In  i 
e  voice.  I  believe  that  th( 
solid  ground  for  the  nt 


Industry  will 
we  Just  have 


to  grow, 
process." 


Delaln 


why  we  belong  i 
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■T,-  ;zPA|  has  r.'j,  a  »■;  m  57  tillion  pnca  lag  user  !98  cf-argos  astibiished  by  Ihe  \ccai  amn-  mnwarnat  irtrasc-uCTjrs  at  a  cost  9vat  '^  com- 
■:ii  ,-^9  reqion'i  yrctions  ronrportnj  facility  paracie  to  J-at  of  sjmiJa.'  facilities  ji  larj* 
Urjtad  S(aie«-'vi<)i:co  txxner  nesKjcnts  rec-  I  waiu  to  9(r.pl-.Mj26  lo  my  collsasues  that  cJ099  Tha  total  arviuailzac!  ioeaJ  90v«mment 
ognza  trial  net  aD  l^a  rsgKxi  s  proOlams  wJ  tfie  B£GF  doas  not  Sranca  snvironnnentBl  cost  to  :Tnpl«nent  'najof  en'.inorimania*  .-ogula- 
go  -way  cvemigm,  l)ut  ttiay  do  need  and  fxotacts.  Hairat  IMe  9EGF  mU  be  capaaBzad  Doos  cootnues  to  nze  wait  beyond  Die  rata  of 
shoukj  expect  ^ofn  !^elf  central  govemmeots  by  t^o  Urjted  S^tss  and  Mexico  at  no  toss  inflation.  These  Increased  ccstb  have  t^rt  smaA 
betrar  ccordtr-alion  cf  oxistirg  resources  ajri  t^a^  $200  .Tiilion.  an  anxxjnt  ITiat  will  a0ow  tor  bortier  commtinitiea  espeoaity  t'^rd.  Par  cap* 
r.aw  financial  strategies  lo  allow  border  area  **'  o^'S'  S2  bifl'on  In  private  furfls  to  be  (ta.  smalter  bcrdef  ccmmunitias  ara  paying 
c;aei  arJ  to*n»  to  neip  yiemsel.as.  My  pro-  raisad  m  capital  martats  by  locaJ  border  aisa  rxxa  tor  envnonmental  p-ctecacn  man  Uiosa 
posed  loint  corrwrassion  for  I^e  United  Slates-  govanvreots  inat  use  tha  guararty  a*  l^e  A/nencans  nvfng  In  larger  urban  centers.  For 
Mewco  bcfder  region  Is  aimed  at  accompfeh-  ^^"<1-  '■'-s  S2  tilUon  m  pnvata  fxinds  is  ttie  rev-  many  bortter  commumtJes.  the  costs  have  be- 
ing 3x»se  goats.  House  Ccneurrem  Resofution  «!**  "^0  '=•'  conslmcJion  c(  envHormental  come  prchtollve.  leaving  many  border  rBSi- 
46  would:  First  Improve  cocrdfnabon  of  envi-  taclities.  and  me  S200  miHion  stays  in  the  ^q„^  wittxx,t  drinking  water  and  adequate 
rermental  prelection   activities   ber*een   ir.e     •>«»  »  coilaterai  against  an  bonds  ssued  by  wastewater  facMies. 

U.-jtad  Slates  and  Moaco  along  9\a  bonier     'o^  *'°'°"  ^raa  governments.  ^  ,,  ^^^  ^,  Washington  and  MeHco  City 

and  on  a  naoonwde  basis;  3«eor4.  provida     ,    iha  function  o«  the  BEGF  ttieretore  is  tvdo-  ^  ^„g,   ,^,  ^g   adequate  financial   r»- 

smail    border  connmun«)es   access   to   Inter-     '°^'  f^^'  •'  »^  upgrade  ttie  Investment  grade  so^j^es  lo  assst  all  of  these  commumHes. 

naaorai  capnal  marXels  for  flnancirg  envircn-     '^'^   9"^^"   *   '"2l,lf^  ^   ""^l^  "^^  ''  '"''V  ■<  "^  t^Peratlva  for  ihe  United 

rrsr^la)  kwtastnjctufe   p.t:tecls:  mira.   provide     "aswa'sr  system  borids  from  noninvesfrnent  g^^^  ^^  Mexico  to  es^aWisn  a  creda  en- 

Urrted  States  tecnntat  expertise  to  Mexico  in     9'^  i.NlGl-essentially  )unK  bonds-to  ^  ha,x:ement  mecf^msm.  sucn  as  the  BEGF.  to 

veslmant  grade  -ating  and  l^a^efay  lower  the 
constructing   environmental    lacilites 

cons.deraoiy.  Sdcorw.  Sie  BEGF  wilt  act  as  a 

guarar.tor  for  bcnahotders  of  environmental  t 

cilibas  J\  those  insiances  when  a  facility  is  do- 

Unquant  en  its  bond  payments.  Let  r 

r  Illustrate  this  point  If  a  loco)  gov- 


3Lcn  areas  as  regulatory  development,  anvt-  "      ,   ™,„  ,°„      ""„„.,,  ^I^  ik».     si*plement    ensung    btlate 

.":rs,^,.s:sT»=?s  i^^SH£HH?^  =='::r»j,=.".-.rs,=rs 

border  to  comply  w-th   -eporting   pnoceduras  ^^       ^  illustra-e  this  point  If  a  local  gov-         T>.e  technical  cooperation  program  oudmed 

s.milar  lo  those  undsr  the  Emergency  Plan-  g^^ „,  ,„  ,►,„  torder  area  issues  a  bond  to     ■"  "^  lagislanon  will  expand  edorts  akaaoy 


•^  and  Commumf^  Right-Io-Know  Act  fifth.  ^a<y%^c:  a  wastewaier  trealr-ent  facility  and  a  "^"'^■^   between    the    United    State*   and 

promote  voliiPtary  wn/ice  and  increased  cor-  ,g^^  y^^ntaU   axoe.iancad   by   the   facility  **^'^    '°    '"»'°^»    Mexico's    environmemal 

poraie  ptvlanthrow  in  the  border   area:  and  a,»w<^\s   .1  from  malunq  its  lull  pavment  lo  ""^^  °'  ''  ®  ^f  *^<^"^  l««>"«i  to  capacity 

sixtM.    taciitata    grealar    pub)«:    participalion  bondho-Jars  then  the  atGF  steps  m  to  make  ^^'^  ^t  the  Go-/Bmment  level.  Tt^e  reason  Is 

through  the  estabfehmer:  of  regional  bonier  ,^  lac^utys  payments  in  tuil  and  on  a  timely  simple.  At  the  present  flme.  there  are  mly  a 

oficss  and  a  bilatera)  consultatve   process.  j,asis    Once  the  wastewater  !reatrr.ent  laaWy  limited  number  cf  l/ained  Govemm.a'^t  rarscrv 

w.-iici  may  locHxIe  the  ."lolding  ot  puOlic  hear-  resumes  payments,  (t  tM  maxe  up  the  missed  "*•  '"  a'«a*  sue*-,  as  environmental  pi«ic3on. 

ings  and  the  appoin»ne.-.t  o(  investigatory  anvi-  paymeris  to  the  ftjnd  conservation,  and  pesaode  regulafion  'or  the 

.■c-^meotal  boartls.  The  U.S.  axpenenca  with  water  and  waste  agncultural  Industry.  To  broacjen  M«x-xo«  ca- 

Th«  comiTUsaon  does  not  seet<  to  duplicate  water  tends  demonstrates  that  delinquency  on  pacity  in  these  and  other  areas.  *■»  *c-ir>ca 

the   tuncions   0«  the    imemaoonal   Boundary  payments— not  outngnt  default— xS  Iha   most  cooperation  program  will  provide  aasssrance. 

and  Water  Corrmtesion  [IBWC]  or  those  to  be  significanl  problem  kx  small  water  and  waste  otfenng  tha  country  temporary  oersorv^  ex- 

ca.-red  out  under  the  Un.ted  States-Mexico  In-  water  systems.  It  should  be  expected,  there-  changas  trom  a  vaneiy  of  United  Slates  agen- 

tegrated  Borler   Plan.   Ecth   the   IBWC   and  lore.  tr.al  tha  BEGF  wiU  use  its  funds  to  pay  ci«s  in  tha  araas  dl  ■f*  anvironnnent  arul  puo- 

E.^A's  Integrated  Border  rian  play  an  instni-  for  delinquent  payments,   but  the  BEGF  will  lie  health. 

mental  role  m  providing  "iie  border  region  with  also  have  those  expended  funds  replenished.  House  Concurren  Besofcitcxi  40  alao  r»- 
resources  and  funding  lor  a  smaK  rumper  d  In  other  words,  the  BEGF  will  use  its  *unds.  quires  companwe  with  operatiooe  m  the  Unit- 
very  large  protects.  For  example.  EPA  has  al-  but  !t  /vill  also  get  them  back.  Since  outnght  ad  States-Mexico  bonier  region  to  comp^  """i 
.'sady  commi*t8d  a  total  of  SU6  million  in  fis-  default  on  small  water  and  wasiswaler  bonds  reporting  requireTnenO  sin»tar  to  those  under 
cal  year  1993  for  environmental  protects  on  is  exceecmgiy  low.  this  is  how  the  EEGF  is  the  Emergency  P%rmi\^  tni  Cc<Tir\iruty 
the  United  States  side  ot  Ihe  border.  Similarly,  expected  to  operate.  Right-To-Know  Act  Thie  piovieion  seek*  to 
Mexico  has  commmeO  S^&O  mUion  over  3  While  th.e  BEGF  will  be  esfabKshed  in  a  way  tuve  bo«i  the  Untad  States  and  Mexico  leach 
years  to  carry  out  commitments  urxjat  the  bor-  that  allows  for  tha  icint  participation  ot  Maxico.  agreement  on  a  formaiized  procou  to  abide 
dor  plan.  Whila  Ihe  border  plan  represents  a  it  can  operate  solely  as  a  domestic  fund  lo  8»-  by  community  rigm^oJinow  p-inciples  and  to 
historic  undertaking  tor  both  countries.  I  wotiW  sist  United  States  border  commumtias  in  sa-  faciHale  public  access  lo  Ihis  infonnation.  The 
emphasize  that  this  bilateral  initiatjva  deals  pn-  curing  financing  for  environmental  Inliastrue-  establishment  of  regional  border  offices  by  the 
manly  with  a  small  number  o(  large  environ-  ture  protects  In  their  region.  It  will  be  Mexico's  commission  wiD  provida  tha  bomer  area  com- 
mcnlal  Infrastnjcture  proiects  such  as  the  decision  to  put  capital  into  the  fund,  but  In  munities  with  nxire  outreach  and  oversight  of 
S350  miUwn  Tijuana  Fiivar  wastewater  treat-  doing  so.  Mexico  win  otjviously  hs-/9  to  astab-  environmental  issues  impacting  their  commu- 
meni  facility  and  similar  tacilitias  in  l^togales  Osh   a   public   sacunties   rrarket  for   environ-  mties. 

ar-d    LarodoTwevo    Laredo    txjrder    cornmu-  mental   proiects  ard  crsale  a  system  where         Thrs  legttladon  seeks  to  prcrroti?  vcJunta/y 

r..lies.  water  and  sewer  bonds  axa  paid  off  with  usar  service  and  Increased  corporate  ptnla'thropy 

That  leaves  dozens  of  small  border  cornmu-  fees   charged   to   tha   environmental   (acility's  in  the  border  reglcn.  Presently,  the  U  S.  SmaU 

nines  witfiout  sutficer.t  resources  to  finance  users.  Business  Association  administers  the  Senior 

thsir    long-term    environmental    infrastnjcture  TTie  establishment  of  the  BEGF  will  be  con-  Corps  of  ReBred  Executives  [SCORE],  a  Gov- 

needs.  and  so  far  tha  United  Slates  and  Mex-  sistanl    with    the    way    capital    improvement  emment-sponsored  program  that  raouils  re- 

ico  have  not  figured  out  a  financing  strategy  Id  prqects  are  financed  in  the  United  Slates,  tired  professionals  in  a  variety  of  busir.ess  dis- 

assist  these  communities.   To   address   this  U.S.  local  governments — not  the  Fedeial  Gov-  oplines  to  provide  their  experbse.  to  sma* 

problem,  the  join!  commission  wiU   establish  emment— usualty  pays   for  the  cost  lor  the  busmesses   across   the    country.    Through   a 

and  oversee  a  Border  Environmental  Guaranty  constructicn    of    sn'^ronmental    infrastr-jcturs  bread-based   SCORE   program,   professionals 

Fund  [BEGF],  Ihe  purpose  cf  which  is  to  pro-  projects  such  as  wastewater  treatment  fadff-  in    public   health,    civil    engineering,    ertviroiv 

vide  financfa)  guaranties  lor  the  repayment  of  ties,  drinking  water  hookups,  and  solid  and  mental  sderKes,  urban  planning,  and  ani^vtec- 

debt  Instruments  that  are  Issued  by  private  hazardous  waste  landtills.  The  creation  of  the  ture   would  be   sought  to   provide  volunta/y 

ar.d  pubOc  finandai  organizations.  Tha  pro-  Border  Envlnximental  Guaranty  Fund  recog-  service  to  local  governments,  rionprofit  organi- 

ceeds  from  such  debt  Instromenls  will  be  used  nizss  the  pnmary  rote  of  local  governments  zations,  and  smaU  businesses  on  both  sides  o* 

by  border  area  communities  to  create,  replace,  and  Is  established  wHh  the  purpose  of  allowing  the  United  Stales-Mexico  border.  As  lor  the 

or  improve  environmemal  infrastiuctura  tacHi-  these  border  communities  to  continue  paying  companies  with  operations  In  tlie  border  ra- 

t»s.  And  n  win  be  the  residents  of  these  bor-  the  cost  of  conslnxUng  these  facilities.  gion.  their  record  of  corporate  gl.Tng  to  Biek 

Cir  area  commumBes  who  make  payments  on  What  the  guarar.ty  fund  will  aitow  is  local  communities  Is  homble    Or>e  of  tr«  ectfvflies 

t'  0-J8  debt  Instnjmenls  through  a  system  of  tiorder  cor^munities  to  raise  money  lor  en-yf-  of  the  commission  sliculd  be  to  prDn-.ote  mere 
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involvement  and  philantfiropy  among  corpora- 
tions operating  m  O^e  border  area. 

Mr.  Speaker,  t^e  United  States  and  Mexico 
not  only  need  each  other  to  prosper  econonni- 
calty  but  also  :o  strengthen  environmental  pro- 
tection along  its  shared  border  and  m  both 
countnes.  In  the  comtng  months  tfie  United 
States  and  Mexico  will  be  negotiating  side 
agreements  to  the  NAFTA  to  address  many  of 
the  concerns  aoout  me  environment.  It  is  my 
hope  that  House  Concurrent  Resdutron  46 
gives  negoDators  (rom  both  countnes  an  accu- 
rate outline  of  the  elements  that  must  be  a 
part  of  any  environ rnental  side  agreemenL  Mr. 
Speaker.  I  ask  that  the  text  of  House  Concur- 
rent ResoluOon  46  be  pnnted  in  the  RECORD 


Th^ 


H.  CON.  RES.  46 

•iVhereaB  the  North  American  Free  Trade 

Agreement  (NAFTA)  will  Increase  the  flow  of 

lATiereas  t 

ties,  enforcemenc.  and  economic  growth  In 
the  United  States-Mexico  border  region  has 
caused  widespread  public  health  problems 
and  environmental  problems.  Including-  seri- 
ous detrradatlon  of  air  quality,  quality  and 
availability  of  transdoundary  ground  water 
and  surface  water  supplies,  and  soil  quality: 


trade,  and  economic  development  under 
NAFTA  will  exacerbate  the  existing  public 
health  problems  and  environment  problems 


NVbereas.  although  i 
NAFTA  will  also  ere 
protect  the  environm 


;  growth  under 


tween  the  United  States  and  Me.tlco  to  in- 
crease technical  assistance  p^o•.^ded  between 

'Atereas  ihere  is  a  need  to  promote  greater 
public  participation  and  public  disclosure  re- 
lating to  public  health  Issues  and  environ- 
mental Issues  in  the  United  States-Mexico 
border  region,  including  requiring  businesses 
located  In  the  Mexican  part  of  such  border 
region  to  comply  with  reporting  require- 
ments similar  to  the  hazardous  subscaoces 
reporting  requirements  under  United  States 
Federal  law:  and 

llVTiereas  there  Is  a  need  to  promote  greater 
voluntary  service  and         corporata 

phllactrophy  In  such  border  region:  Now. 
therefore,  be  It 

Resolved  by  the  House  of  Repreaeniatives  (the 
Senate  concurring). 
SECTION  I.  SHOaTTTTU:. 

This  concurrent  resoiutlcn  may  be  cited  as 
the  "Joint  Commission  for  the  United 
States-Mexico  Border  Region  Reaolatlon". 

SEC.  3.  ESTAflUSHMZNT  OF  BILATHlAL  COMMIS- 

(a)  Ln  General.— The  Congress  urges  the 
President  to  reach  an  agreement  with  Mex- 
ico on  the  establishment  of  a  Joint  commis- 
sion fin  this  concurrent  resolution  referred 
to  as  the  'Commission  ")  between  the  United 
States  and  Mexico  to  h-lp  alleviate  public 
health  problemjs  and  environmental  prob- 
lems In  the  United  States-Mexico  Ixirder  re- 
gion caused  by  the  lack 


Hate  cr  significant  reduction  in  the  border 
eglons  public  health  problems  and  envlron- 
nencal  problems: 

IMiereas  such  health  and  environmental 
Toblems    will    necessitate    expanding    the 

lotween  the  United  SUtes  and  Mexico: 
Whereas  one  method  of  bilateral  envjron- 
Id  be  to  establish  a 
aimed  at  complimenting 
the  activities  of  the  International  Boundary 
and  Water  Commission,  alleviating  public 
health  problems  and  environmental  prob- 
lems In  the  United  States-Mexico  border  re- 
gion, and  expanding  bilateral  environmental 
cooperation  on  a  nationwide  basis; 

Whereas  there  has  been  great  concern  ex- 
pressed both  in  the  Unltred  States  and  In 
Mexico  that  Insufficient  financial  resources 
exist  at  the  Federal  levels  in  both  nations  to 
deal  with  the  public  health  problems  and  en- 
vironmental problems  In  such  border  region; 
Whereas  the  test  alternative  to  Federal 
funding  for  projects  to  alleviate  public 
health  problems  and  environmental  prob- 
lems in  such  border  region  is  to  establish  ac- 
cess to  the  International  capital  markets  for 
public  and  private  financial  organliatlons 
with  the  power  to  Incur  and  Issue  debt; 


growing  shortages  of  ground  and  surface 
shared  by  both  nations,  and 
:reased  levels  of  commerce,  trade, 
mlc  development  under  the  North 
Free  Trade  Agreement  (In  this 
concurrent  resolution  referred  to  as 
"NAFTA-). 

(b)  Time  LiMrr.— The  agreement  described 
m  subsection  (a)  should  be  reached  not  later 
than  the  effective  date  of  the  legislation  Im- 
plementing NAFTA. 

SEC.  X  COMPOSITION. 

The  Commission  should  be  composed  of  12 
members.  6  of  whom  should  represent  the 
United  States  and  6  of  whom  should  rep- 
resent Mexico.  Of  the  6  members  represent- 
ing the  United  SUtes.  the  President  should 
appoints 

{1)  the  Administrator  of  the  Environ- 
mental Protection  Agency  as  the  head  of  the 
United  States  delegation: 

(2)  the  Commissioner  of  the  United  States 
section  of  the  International  Boundary  and 
Water  Commission;  and 


the  Fi:nJ, 

(2)  The  obligations  of  the  Fund  should  not 
have  any  guaranty,  express  cr  implied,  of  the 
TTnlted  States  Oovemraent. 

*3)  The  guaranty  of  the  Fund  should  confer 
on  underlying  debt  instruments  Issued  by 
public  and  private  flnanclai  organizations 
the  lowest  investment  grade  ratings  from 
Independent  and  Internationally  recognized 
securities  rating  organizations  for  the  pur- 
pose of  leveraging  the  Fund  to  the  maximum 
extent  possible  so  that  the  greatest  possible 
ratio  exists  between  the  amount  of  debt 
guaranteed  by  tiie  Fund  and  the  amoonc  of 
capital  in  the  Fund. 

(4)  The  Fund  should  have  a  board  of  direc- 
tors to  provide  financial  management  of  the 
Fund  and  management  of  projects  guaran- 
teed by  the  Fund.  The  board  should  be  com- 
posed of  10  members.  5  of  whom  should  rep- 
resent  the   United    States   and   5   of  whom 

f  the  board  should  be  reim- 
bursed for  reasonable  expenses  Incurred  In 
carrying  out  their  duties,  and  such  expenses 
should  be  paid  for  equally  by  both  the  United 
States  and  Mexico. 

(6)  The  board  should  be  provided  with  an 
Independent  staff  in  order  to  carry  out  Its 
duties  In  a  prudent  and  tlmeiy  manner. 

(b)  Tkchnical  cooperation  Program.— The 
Commission  should 
provide  for  technlcai 
change  of  personnel  for 
ordination  activities  between  the  United 
States  and  Mexico  Including  the  provision  of 
technical  assistance  to  Mexico  from  rep- 
resentatives of  the  Environmental  Protec- 
tion Agency  and  other  relevant  Federal 
agonclesi.    including    training    In    actlviues 


development 


(3) 


)  the 


International  capital  markets  for  public  and 
private  financial  organizations  would  ini- 
tially require  a  form  of  credit  enhancement 
for  any  debt  instruments  Issued  by  such  or- 
ganizations; 

Whereas  the  debt  Instruments  issued  by 
such  organizations  would  be  used  to  fund 
projects  to  create,  replace,  or  improve  the 
environmental  Infrastructure  facilities  In 
the  United  States-Mexico  border  region; 

flrTiereas  the  users  of  environmental  Infra- 
structure facilities  In  both  the  United  States 
and  Mexico  would  be  the  revenue  base  for  the 
repayment   on    such    Instruments    Issued    by 


(A)  the  Department  of  Health  and  Human 
Services; 

(B)  the  Department  of  the  Interior; 

(C)  the  Department  of  Housing  and  Urban 
Development;  and 

(D>  the  Department  of  Agriculture. 
SEC.  4.  DUTIES. 

(a)      BORDER      ENVIRO.nmENTAL      GUARANTY 

FUND. —The  Commission  should  establish  and 
oversee  a  Border  Environmental  Guaranty 
Fund  (in  this  concurrent  resolution  referred 
to  as  the  "Fund")  to  provide  financial  gnar- 

ments  Issued  by  public  and  private  financial 
organizations,  the  proceeds  of  which  are  used 
to  fund  projects  to  create,  replace,  or  Im- 
prove the  environmental  infrastructure  In 
the  United  States-Mexico  border  region.  The 
Fund    should    meet    the    foUowlng    requlre- 


environmentai  stand- 
ards, enforcement  of  such  standards,  pollu- 
tion prevention  and  control,  the  control  of 
the  use  of  pesticides,  waste  management,  re- 
sponse to  chemical  emergencies,  toxic  emis- 
sions reporting,  marine  pollution,  conserva- 
tion activities,  and  urban  planning  and  Infra- 
structure development. 

(Ct  PROCEDURES  TO  PROMOTE  LSCREASED 
PUBLIC  PARTICn'ATION  AND  PUBUC  DlSCLO- 
SLRB  RELATING  TO  PJBUC  HE>-LTH  AND  ESVl- 

RONMENTAL  ISSUES.— The  Commission  should 
establish  procedures  to  promote  Increased 
public  participation  and  public  disclosure  re- 
lating to  public  health  Issues  and  environ- 
mental issues  in  the  United  States-Mexico 
border  region.  In  establishing  such  proce- 
dures, the  Commission  should  meet  the  fol- 

(1)  The  Commission  should  establish  no 
fewer  than  2  regional  border  offices  to  foster 
community  outreach,  public  participation, 
and  border  volunteer  initiatives  In  the  Unit- 
ed States-Mexico  border  region. 

(2)  The  Commission  should  be  given  the  au- 
thority to  require  businesses  located  In  the 

part  of  the  United  States-Mexico 
region  to  comply  with  reporting  re- 
nllar  to  those  described  In  the 
Emersrency  Planning  and  Community  Rlght- 
To-Know  Act  of  1986  (42  US.C.  UOOl  note). 

(3)  The  Commission  should  consult  with 
the  Border  Environmental  Public  Advisory 
Committee  of  the  Environmental  Protection 
Agency  so  that  expertise  from  the  private 
and  public  sectors  is  readily  available  to  tbe 
Commission  In  the  areas  of  public  health,  ag- 
riculture, housing  and  urtian  development. 
conservation,  and  public  voluntary  servlca. 

(d)  United  States-Mexico  Border  Region 
Volunteer  service.— The  Commission 
should.  Ln  conjunction  with  the  (^snuntsslon 
on  National  and  Community  Service,  estafc 
llsh  a  United  States-Mexico  Border  Volun- 
teer Ser\-lce.  which- 
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il*  in  cooperai:QO  with  the  Small  Bcslncsa 
Admlnistritlcn.  shoulJ  work  to  expand  thi 
acrlvitles  of  the  Senior  Corps  of  Retired  Ex- 
ecutives ISCORE)  in  the  fields  of  putUc 
health,  clvtl  engineering,  environmental 
sciences,  urban  planning,  and  architecture; 

1 2]  should  provide  assistance  and  advice  to 
bcr-ier  area  not-for-profit  organizations  on 
projects  aimed  at  adiresslng  the  array  of  en- 
vironmental health,  bousln?.  and  social  serv- 
ice needs  of  the  Unlled  States-Mexico  border 


proiT 


nltla 


■ings. 


and  receive  evidence  as  the  Commission  con- 
siders appropriate,  locludlo?  holding  hear- 
Inifs  on  all  matters  and  Issues  under  the  Ju- 
risdiction of  the  International  Boundary  and 
Water  Commission.  All  such  hearings  should 
be  open  to  the  public. 

(bl         APPOINTMENT        OF         ^^VEaTIGATORY 

Boards.— The  Commission  should  appoint  1 
or  more  boards  composed  of  Qualified  Indi- 
viduals to  conduct  on  the  behalf  of  ttje  Com- 
mission Investigations  and  studies  which  the 
Commission  determines  necessary  to  provide 
oversight  of  the  Fund  described  in  section 
cooperation  program 


SEC. 

The  Commission  should  submit  an  annual 
report  to  both  the  United  States  Govern- 
ment and  the  Government  of  Mexico  repard- 
ID?  alt  activities  of  the  Commission  during 
the  current  year. 

SEC.  7  tJNTTEO  STATES-MEXICO  BORDER  R£CION 
DEFINEO. 

For  purposes  of  this  concurrent  resolution, 
the  term  "United  States-Mexico  border  re- 
gion' means  the  area  located  In  the  United 
States  and  Mexico  within  approximately  65 
miles  of  the  border  between  the  United 
States  and  Mexico. 


and  opportunitias  for  collectiva  sacjnty  in  Oiis 
posl-coid  war-era.  In  his  excellent  discussion 
o(  the  lessons  ol  Bosnia.  Dr.  BrtezmsKi  noted 
thai  one  concrete  step  the  United  Slates  can 
and  should  take  is  l^e  stationing  of  United  Na- 
tions peacekeeping  troops — Including  United 
Stales  Iroops — ^n  tne  former  Yugoslav  republic 
ol  Macedonia  and  possibly  m  Kosovo. 

Mr.  Speaker,  today's  New  York  Times  pub- 
lished an  op-ed  by  Walter  Russell  Mead,  a 
senior  counselor  at  the  World  Policy  Insotute, 
In  which  he  considered  the  issue  o(  plaang 
Amencan  troops  In  the  former  Yugoslav  re- 
public of  Macedonia.  I  ask  l^at  Mr.  Mead's  ar- 
ticle be  placed  in  the  Conghessiomal  HECOfiO. 
He  presents  dearty  and  convincingly  ttio  argu- 
ments in  lavor  of  placing  Amencan  troops  as 
pan  of  a  United  Nations  contingent  in  Macedo- 
nia, and  It  IS  an  issue  to  which  our  colleagues 
in  the  Congress  should  give  senous  and 
ttxiughtful  consideration.  It  represents  an  inv 
portani  and  etiective  step  mat  the  United 
States  can  take,  but  at  ttie  same  time  it  Is  one 
that  involves  limited  nsks. 

Put  a.vehjcan  Troops  in  Maceoonia 
(By  Walter  Russell  Mead) 

New  Orleans.— So  far,  Washington's  Bal- 
kan policy  has  been  built  on  principles  of 
bluster  and  bluff.  Speak  loudly,  but  leave  the 

The  Serbian  leaders,  says  the  US.,  are  war 

The  Vance-Owen  peace  plan,  which  brings 
those  same  Serbs  to  the  negotiating  table, 
was  derided  by  Americans  eager  to  take  a 
stronger  stand.  The  Europeans  '*ha  backed  It 
were  pusillanimous,  we  said.  The  Vance- 
Owen  plan  rewarded  aggression,  we  said. 

very  e.xhllaratlng  and  all  very 


ethn 


The 


6ly  targets  tor  3 


But 


i  all 


When  push  came  to  shove,  the  U.S.  had  no  al- 
ternative to  Vance-Owen  and  fell  humbly, 
humlllatlngly  In  line  with  the  spineless  Eu- 
ropeans and  their  appeasement  of  war  crlm.I- 

The  double-minded  man  Is  unstable  In  all 
his  ways,  warns  the  Bible.  It  would  be  hard 
to  find  a  better  description  of  American  pol- 
icy In  the  former  Ifugoslavia.  The  U.S.  has 
two  paramount  goals:  It  wants 


AMERICAN  AND  UNFTED  NATIONS 
TRCXJPS  SHOULD  BE  PLACED  IN 
MACEDONL\ 

HON.  TOmTaNTOS 

OF  CAUFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday.  February  22.  1993 
Mr.  LANTOS.  Mr.  Speaker,  me  United 
Slates  faces  serious  limitations  on  what  we 
are  abie  to  do  to  bring  an  end  to  the  blood- 
shed ar>d  violence  in  Bosnia.  On  the  one 
hand,  we  want  to  see  stronger  action,  tougher 
action,  to  punish  the  Sert>ian  aggressors  wtx) 
have  engaged  In  ethnic  cleansing,  systenr^bc 
rape  o(  girts  and  women,  and  blockades  to 
starve  out  Bosnian  Moslems.  At  the  sarr^ 
time,  however,  we  have  been  unwilling  to 
send  American  ground  forces  Into  Bosnia  to 
lift  the  siege  of  Sarajevo  or  break  the  blockade 
against  other  endrded  Bosnian  enclaves. 

Last  Thursday.  Dr.  Zbignlew  BrzezinskI  ap- 
peared before  a  joint  hearing  of  the  Foreign 
AHalrs  Subconrvnittee  on  Europe  and  the  Mid- 
dle East  and  the  Subcommittee  on  Inter- 
national Security,  Intematlor^  Organizations 
arvj  Human  Rights.  Dr.  BaezinskI  gave  an  ex- 
cellent pfes*intation   regarding   the   limitations 


stay 


the 


war.  These  goals  are  moral,  they  are  prudent 
and.  If  achieved,  they  advance  the  national 
Interest.  They  are  also  incompatible,  and  the 
coDtradlctlOD  twtween  these  Irreconcilable 
and  but  non-negotiable  objectives  has 
plunged  the  Balkan  policy  of  the  last  two 
Administrations    into   sordid   and    wretched 

live  with  it.  There  have  been  bad  peace  trea- 
ties before,  and  harsh  bargains  with  evil 
leaders— worse  proposals  than  Vance-Owen. 
And  there  have  been  bigger  diplomatic  blun- 
ders than  the  fiasco  launched  under  the  Bush 
Administration  by  Lawrence  Eagleburger 
and  continued  by  Secretary  of  State  Warren 
Christopher. 

Unfortunately,  the  Balkan  tragedy  has  two 
or  three  more  acts  to  come,  and  American 
braggadocio— the    mixture    of    bluster    and 

policy  most  likely  to  widen  the  war. 

Even  as  Washington  caved  in  by  accepting 
the  basic  outline  of  the  peace  plan,  the  U.S. 
was  preparing  for  new  crises  down  the  road. 
Some  peace  plan!  Mr.  Christopher's  state- 
ment on  the  Vance-Owen  proposal  included 
not  only  a  surrender  on  Bosnia  by  ratifying 
Serbian  territorial  conquests  but  new 
threats  to  Serbia,  lest  It  move  into  the 
neighboring  republic  of  Macedonia  and  Into 
the  Serbian  province  of  Kosovo,  where  res- 


ven  JeeJ^  U  unlikely  to  Impress 
warlords  .a  whose  bloody  hands  *he  chances 
for  peaco  now  rest.  The  West  talked  big  but 
did  little  aver  Croatia.  It  huffed  and  puffed 
over  Bosnia  but  did  nothing.  Now  it  is  on  Its 
high  borise  over  Kosovo.  The  U.S.  looks  Un- 
poslni?  but  like  a  scarecrow  it  never  moves, 
and  the  Serbs  have  figured  that  out. 

It  all  seeais  sadly  ridiculous,  but  It's  worse 
than  that.  The  U.S. 
kans  Important  enough  to 
will.  If  challenged,  drag  i 


nlc  cleansing  In  Kosovo  is  likely  to  provoke 
war  with  Albania  and  destablllzatlon  in  Mac- 
edonia, where  there  are  also  large  and  rest- 

Bulgaria  nor  Greece  could  easily  stay  neu- 
tral If  the  war  spreads  to  Macedonia,  and.  In 
a  worst-case  scenario.  Turkey  could  fled  It- 


The  US.  could  not  finesse 
war  that  put3  Greece  and  Turkey  on  opposite 
sides  would  break  up  NATO  and  seriously 
strain  the  US.-European  relationship  and 
the  already-frayed  European  Community. 
The  U.S.  and  Germany  would  almost  cer- 
tainly tilt  toward  Turkey:  Britain  and 
France  would  probably  support  the  Greeks— 

The  prevectlon  of  this  wider  Balkan  war  Is 
the  vital  Interest  that  should  shape  Amer- 
ican policy.  The  U.S.  needs  to  stop  the  Serbs 


the  least  satisfactory  approach.  American 
peacekeeping  troops  there  would  become 
hostages  to  events  In  Kosovo  and  Macedonia. 
Just  as  Britain  and  France  opposed  the  en- 
forcement of  the  -no  fly"  zone  over  Bosnia 
because  of  the  risk  to  their  peacekeeping 
troops,  the  U.S.  would  have  to  uke  the  safe- 
ty of  ita  Bosnian  peacekeepers  Into  account 
when  responding  to  Serbian  aggression  In 
neighboring  republics. 

The  best  solution- radical-sounding  but  on 
balance  the  most  prudent  course — would  put 
American  troops  where  they  might  stlH  pre- 
serve the  peace:  Macedonia.  With  or  without 
formal  recognition  of  the  ex-Yugoslav  repub- 
lic, a  temporary  dispatch  of  at  least  50.000 
troops— preferably  multinational  but  In  any 
case  Including  a  large  proportion  of  well- 
equipped  Americans— would  send  a  tough 
message  to  Serbia  without  provoking  war. 

Unlike  peacekeepers  In  Bosnia,  these 
troops  would  not  come  under  hostile  fire; 
they  would  defend  the  independence  and  ter- 
ritorial Integrity  of  a  country  that  the  U.S. 
very  much  needs  to  preserve.  The  multllat^ 
eral  force  would  also  be  authorized  to  pro- 
tect the  Albanian  majority  in  Kosovo  from 
Serbian  attack.  Without  firing  a  shot,  these 
troops  would  significantly  reduce  the  chance 
that  the  Yugoslav  war  would  widen,  and  they 
would  Introduce  a  new  note  of  realism  Into 
Serbia's  distracted  councils. 

But  even  If  fighting  spreads  to  Macedonia, 
the  multilateral  presence  will  help  avoid  the 
worst:  splitting  our  most  important  alliance 
and  straining  our  relationships  with  every 
important  country  In  Europe  and  the  Middle 
East. 

This  military  policy  needs  a  diplomatic 
strategy  to  succeed.  The  U.S.  should  win 
British.  French  and  Greek  support  for  the 
peacekeeping  mission.  Washington  should 
also  develop  with  the  Russians  a  peace  pro- 
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Chairman  Gibbons.  Thank  you,  Mr.  Richardson. 
Mr.  Kolbe. 

STATEMENT  OF  HON.  JIM  KOLBE,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  ARIZONA 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman,  and  I  appreciate  the  op- 
portunity to  testify  before  your  committee.  My  full  statement  will 
be  in  the  record. 

I  look  forward  to  this  opportunity  to  express  a  few  views  about 
some  of  the  side  agreements,  which  is  the  subject  of  this  hearing 
today.  But  before  I  do,  let  me  just  say  a  word  or  two  about  the 
overall  context  of  NAFTA. 

I  think  it  bears  repeating  that  NAFTA  represents  a  jobs  program 
for  the  United  States,  for  U.S.  workers,  and  it  helps  to  make  us 
more  competitive.  According  to  the  Institute  for  International  Eco- 
nomics, the  NAFTA  agreement  would  create  171,000  net  U.S.  jobs 
by  1995. 

The  growth  in  our  exports  to  Mexico  in  recent  years — and  that 
is  the  engine  of  job  creation — has  been  truly  phenomenal.  Since 
1986,  our  exports  to  that  country  have  more  than  tripled,  growing 
from  $12.4  billion  to  over  $40.6  billion,  and,  of  course,  we  have  a 
very  substantial  trade  surplus  with  Mexico  today. 

My  colleague  from  Michigan,  Mr.  Levin,  talked  about  declining 
incomes  for  American  workers.  We  might  argue  about  that  and  dis- 
pute that,  but  I  think  it  would  be  simply  wrong  to  suggest  that 
whatever  changes  have  taken  place  in  a  negative  fashion  have 
come  because  of  increased  U.S.  exports  and  increased  U.S.  business 
with  a  country  like  Mexico. 

My  colleague  from  Ohio  talked  about  the  loss  of  business  from 
Ohio  to  Mexico.  Let  me  just  tell  you  about  a  visit  I  had  2  weeks 
ago  to  a  plant  down  in  Hermosillo  that  is  being  built  there.  They 
are  moving  a  manufacturing  company  from  China  to  Mexico  in  an- 
ticipation of  the  free  trade  agreement.  Instead  of  buying  all  the 
plastic — it  is  a  toy  manufacturing  company — instead  of  buying  the 
plastic  from  Japan  and  Korea,  as  they  now  do,  100  percent,  100 
percent  of  the  input  into  this  will  come  from  the  United  States,  be- 
cause we  have  better  quality  and  cheaper  with  U.S.  plastics  than 
they  get  with  Pemex  in  Mexico. 

And  in  Ohio  alone,  USTR,  the  U.S.  Trade  Representative,  has  es- 
timated that  61,000  jobs  have  been  created  since  1987  by  trade 
with  Mexico. 

Let  me  just  make  a  note  about — say  a  word  or  two  about  the  side 
agreements.  I  think  we  have  to  be  very  careful  that  the  side  agree- 
ments do  not  end  up  reducing  the  benefits  of  NAFTA,  do  not  end 
up  hurting  NAFTA,  but  actually  enhance  it.  And  I  think  as  my  col- 
league from  New  Mexico  suggested,  that  it  is  quite  possible  to  do 
that.  They  can  help  in  clarifying  standards  and  enforcement 
procedures. 

But  it  is  important  that  these  negotiations  be  undertaken  in  a 
spirit  of  cooperation,  not  one  of  trying  to  weaken  the  agreement. 
Using  the  negotiations  to  satisfy  the  political  agenda  of  a  particular 
interest  or  to  bludgeon  Canada  or  Mexico  when  they  do  not  agree 
with  us  will  only  unravel  the  agreement  and  cause  us  to  lose  the 
economic  and  political  benefits  of  NAFTA. 
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Ambassador  Kantor,  the  other  day,  pointed  out  very  correctly 
that  any  remedies  that  we  insist  on  may  end  up  coming  back  to 
bite  us.  They  may  end  up  hurting  us  far  more  than  helping  us. 

And  that  is  one  reason  I  am  deeply  troubled  by  the  suggestion 
that  we  should  insist  on  an  additional  side  agreement  to  protect 
U.S.  industries  against  import  surges.  If  you  look  at  the  experience 
of  the  last  5  years,  it  is  clear  that  there  has  been  a  tremendous  im- 
port surge,  but  the  import  surge  we  see  is  not  a  surge  of  imports 
into  the  United  States  from  Mexico.  Rather  it  is  the  other  way 
around,  imports  into  Mexico  from  the  United  States. 

Our  agricultural  exports  in  the  last  6  years  have  grown  by  228 
percent,  27  percent  in  the  last  year  alone,  to  Mexico,  and  there  is 
no  sign  that  this  is  going  to  abate.  But  those  exports  would  be  at 
risk  if  we  have  an  import  surge  safeguard  in  place.  It  is  going  to 
have  a  disproportionate  impact,  negative  impact,  on  tJ.S. 
producers. 

Let  us  suppose  for  a  second  that  we  adopted  a  safeguard  mecha- 
nism that  stopped  trade  whenever  imports  increased  by  more  than 
20  percent  from  one  year  to  the  next.  That  mechanism  would  have 
resulted  in  slapping  a  surge  tariff  on  $436  million  of  American  im- 
ports to  Mexico.  By  contrast,  only  $58  million  of  Mexican  imports 
to  the  United  States  would  have  been  affected.  In  other  words,  only 
$58  million  that  experienced  a  20  percent  increase  in  the  last  few 
years.  That,  I  think,  is  an  indication  of  the  disproportionate  impact 
that  this  is  going  to  have. 

Let  me  suggest  just  very  quickly  a  couple  of  things  that  I  think 
could  be  done  in  these  side  agreements  that  can  help. 

Mexico's  environmental  and  labor  laws  are  good  on  paper,  but  we 
understand  that,  as  a  developing  country,  they  lack  the  resources 
to  enforce  those  laws,  to  build  the  infrastructure  needed  to  comply 
with  some  of  the  standards  that  they  have  established.  We  need  to 
work  with  Mexico  to  help  develop  those  resources. 

So  I  would  suggest  that  the  side  agreements  focus  on  efforts  to 
enhance  bilateral  cooperation,  as  my  good  friend  from  New  Mexico 
has  suggested,  to  improve  understanding  of  the  nature  and  the 
scope  of  the  problems,  to  help  Mexico  to  build  its  enforcement  ca- 
pacity, and  to  jointly  tackle  the  problems  we  both  face. 

Separate  from  NAFTA  are  a  great  many  environmental  and 
labor  issues  that  will  require  financial  resources.  One  that  has 
been  suggested  is  the  use  of  a  cross-border  transaction  tax.  And  a 
time  when  we  are  talking  about  a  national  economic  debate  that 
is  focusing  on  tax  fairness,  I  cannot  think  of  any  proposal  that 
would  be  more  unfair.  It  simply  is  completely  contrary  to  the  spirit 
of  NAFTA,  which  is  to  reduce  barriers  and  to  reduce  tariffs,  not  to 
increase  them. 

In  conclusion,  let  me  say  that  concerns  about  environment  and 
labor  problems  in  Mexico  will  not  be  remedied  by  defeating  the 
North  American  Free  Trade  Agreement.  Indeed  without  NAFTA, 
the  problems  that  I  live  with,  living  along  the  border  as  I  do,  would 
only  grow  worse.  And  if  we  defeat  NAFTA,  we  will  have  lost  the 
ability  to  work  together  with  Mexico  to  achieve  our  common  goals 
on  these  issues. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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(Conivtfii  of  tfje  ®nitei)  States 
J^ouit  of  JRepresentatilJcs; 
Siastiington.  1B€  20515-0305 


TESTIMONY  OF  CONGRESSMAN  JIM  KOLBE 

BEFORE  THE  TRADE  SUBCOMMITTEE  OF  HOUSE  WAYS  AND  MEANS  COMMITTEE 

MARCH  11,  1992 


Mr.  Chairman.  Once  again,  I  appreciate  the  opportunity  to 
testify  before  your  Committee. 

I  have  been  looking  forward  to  expressing  my  opinion  on  the 
importance  of  the  NAFTA  to  our  country,  and  my  concerns  about 
the  direction  some  of  the  debate  over  the  side  agreements  has 
been  taking.  With  the  side  agreement  negotiations  scheduled  to 
start  next  week,  this  hearing  comes  at  an  opportune  time. 

With  a  new  Congress  and  a  new  Administration,  the  dynamics  have 
changed  significantly  from  last  fall,  when  the  final  NAFTA  text 
was  concluded.  I  thought,  therefore,  that  it  might  be  useful 
to  begin  by  putting  the  discussion  of  the  side  issues  into  the 
broader  context  of  the  NAFTA,  and  what  it  means  for  the  United 
States. 

The  NAFTA:   Increasing  U.  S  .  Employment 
and  Enhancing  n.  S  .  Competitiveness 

We  have  all  heard  complaints  from  disgruntled  companies  that 
did  not  get  everything  they  asked  for  in  the  NAFTA.  In  some 
cases,  we  have  also  heard  complaints  from  companies  who  got 
everything  they  asked  for  —  but  now  wish  they  had  asked  for 
more.  In  these  circumstances,  it  is  easy  to  be  misled  into 
believing  that  the  NAFTA  will  not  really  benefit  the  United 
States.   But  that  view  is  very  much  mistaken. 

In  any  negotiation,  both  sides  have  to  give  in  on  something. 
No  agreement  can  give  everything  to  everyone.  It  is  not 
surprising,  then,  that  some  people  got  less  from  the  NAFTA  than 
they  may  have  liked.  But,  on  the  whole,  the  NAFTA  is  vital  in 
our  national  interest. 
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NAFTA  represents  a  jobs  program  for  U.S.  workers.  On  the 
whole,  the  NAFTA  will  create  far  more  U.S.  jobs  than  will  be 
lost.  According  to  the  Institute  for  International  Economics, 
the  NAFTA  will  create  171,000  net  new  U.S.  jobs  by  1995.  And 
while  some  workers  may  lose  their  jobs,  we  need  to  help  those 
workers  adjust  to  find  new,  rewarding,  high  paying  jobs. 

The  growth  in  our  exports  to  Mexico  in  recent  years  -  which  has 
been  an  engine  of  job  creation  —  has  truly  been  phenomenal. 
Since  1986,  U.S.  merchandise  exports  have  more  than  tripled, 
growing  from  $12.4  billion  to  $40.6  billion.  In  the  last  year 
alone,  U.S.  merchandise  exports  increased  $7.5  billion  —  a  22 
percent  increase.  From  1991  to  1992,  the  U.S.  merchandise 
trade  surplus  more  than  doubled  from  $2.1  billion  to  $5.4 
billion. 

The  NAFTA  will  continue  these  trends.  The  Institute  for 
International  Economics  estimates  that,  after  the  NAFTA  takes 
effect,  the  U.S.  will  have  a  trade  surplus  with  Mexico  of  $7  to 
$9  billion  by  1995,  and  perhaps  $9  to  $12  billion  in  each  year 
of  the  following  decade.  As  a  result  of  NAFTA,  we  will  export 
more  capital  goods,  more  consumer  goods,  and  more  agricultural 
goods.  The  NAFTA  will  give  a  major  boost  to  many  important 
U.S.  industries,  including  makers  of  capital  equipment,  auto 
parts,  chemicals,  textiles,  grains,  and  consumer  products,  as 
well  as  to  key  service  industries  such  as  telecommunications 
and  transportation.  The  result  will  be  increased  opportunities 
for  U.S.  workers  to  find  high-paying,  high-value  jobs. 

But  the  benefits  of  the  NAFTA  go  far  beyond  the  export 
opportunities  in  the  Mexican  market.  Perhaps  more  importantly, 
the  NAFTA  will  increase  the  efficiency  of  U.S.  industries,  and 
thus  allow  them  to  compete  more  effectively  in  the  global 
marketplace.  It  will  allow  U.S.  firms  to  take  advantage  of  new 
economies  of  scale  and,  in  the  long-run,  to  rationalize  their 
production  operations  throughout  North  America,  combining  the 
advantages  of  specialization  in  the  U.S.,  Canadian  and  Mexican 
economies.  The  result  will  be  increased  opportunities  for  U.S. 
firms  and  workers  to  perform  high-paying,  high-value-added 
jobs,  making  products  that  will  be  more  competitive  at  home  and 
abroad. 

The  economic  benefits  of  the  NAFTA  to  the  United  States  are 
uncontrovertible.  We  cannot  afford  to  let  this  opportunity 
slip  away. 
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NAFTA:   A  Major  U.S.  Foreign  Policy  Initiative 

In  addition  to  the  economic  benefits  that  it  promises,  the 
NAFTA  also  offers  the  United  States  rare  strategic  benefits. 
The  NAFTA  will  lock  Mexico  onto  a  path  that  will  make  it  a  more 
prosperous,  more  democratic  and  more  friendly  neighbor. 

When  we  look  at  Mexico  today,  we  see  a  government  committed  to 
free  market  economic  principles,  accompanied  by  increasing 
democracy,  environmental  awareness,  and  respect  for  human 
rights.  A  government  that  has  demonstrated  its  commitment  to 
free  market  principles  by  privatizing  over  900  state-owned 
enterprises  -  including  the  national  telephone  company, 
airlines,  hotel  chains,  state  steel  and  mining  industries,  and 
banking  and  insurance  companies  —  and  by  dramatically  reducing 
import  barriers.  A  government  that  has  combatted  electoral 
fraud,  thus  allowing  opposition  parties  to  take  victory  in 
several  state  elections.  A  government  that  has  passed 
stringent  environmental  laws  modeled  on  our  own  —  and  shut  down 
more  than  a  thousand  plants  that  did  not  comply  with 
environmental  requirements.  A  government  that  has  shown  its 
respect  for  human  rights  by  creating  (in  1990)  a  Human  Rights 
Commission  to  investigate  abuses  and  recommend  corrective 
government  action.  A  government,  in  short,  that  values  the 
same  principles  we  Americans  hold. 

But  those  of  us  who  have  followed  relations  with  Mexico  for 
some  time  can  tell  you  that  this  has  not  always  been  the  case. 
The  present  government  of  Mexico  presents  a  unique  window  of 
opportunity  for  us.  If  we  do  not  grasp  that  opportunity  now, 
we  may  find  that  the  window  has  slammed  shut. 

The  results  would  be  disastrous  -  not  just  for  Mexico,  but  for 
all  of  Latin  America.  Today,  our  neighbors  to  the  south  look 
to  Mexico  as  an  example  of  what  they  can  achieve  by  following 
the  same  principles  of  economic  liberalism,  democratic  freedom, 
and  respect  for  human  rights.  To  reject  the  NAFTA  would  send 
an  unfortunate  signal  to  them  -  a  signal  that  we  really  do  not 
think  they  are  on  the  right  path.  By  approving  the  NAFTA,  we 
will  strengthen  our  friends,  and  set  these  countries  more 
firmly  on  the  path  that  promises  to  make  the  region  a  safer, 
freer,  more  prosperous,  and  better  place. 

NAFTA:   The  Greenest  Trade  Agreement  Ever 

Finally,  the  NAFTA  is  important  for  the  precedent  it  sets  on 
the  relationship  between  trade  and  the  environment. 
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NAFTA' s  environmentally  sensitive  provisions  represent  an 
unprecedented  achievement  in  integrating  trade  liberalization 
with  environmental  concerns.  For  example,  the  agreement's 
preamble  commits  all  three  countries  to  strengthen  the 
development  and  enforcement  of  environmental  laws  and 
regulations,  to  seek  commercial  and  economic  objectives  in  a 
manner  consistent  with  environmental  protection  and 
conservation,  and  to  undertake  policies  of  sustainable 
development.  The  NAFTA  also  gives  clear  priority  to 
international  environmental  and  conservation  agreements. 

Importantly,  the  NAFTA  commits  all  three  counties  not  to  seek 
investment  by  lowering  or  relaxing  environmental  standards.  In 
other  words,  it  discourages  the  creation  of  "pollution  havens" 
to  attract  industry.  The  NAFTA  also  establishes  a  dispute 
settlement  mechanism  that  is  capable  of  taking  environmental 
concerns  into  account . 

Finally,  the  agreement  respects  each  country's  sovereignty  and 
ability  to  establish  its  own  environmental  standards  .  Thus,  we 
will  continue  to  be  able  to  choose  the  appropriate  level  of 
environmental  protection  for  the  United  States. 

These  provisions  make  NAFTA  the  "greenest"  trade  agreement 
ever.  Its  provisions  will  serve  as  a  model  for  future  trade 
negotiations . 

The  Side  Agreements 

As  you  can  see,  I  am  a  strong  supporter  of  the  NAFTA. 

And,  as  a  supporter  of  the  NAFTA,  I  am  concerned  about  the 
direction  some  of  the  debate  over  the  side  agreements  has  been 
taking.  As  President  Clinton  begins  to  negotiate  his  side 
agreements,  he  should  proceed  with  great  care.  If  the 
President  is  not  careful,  the  side  agreements  could  greatly 
reduce  the  benefits  of  the  NAFTA  and  ultimately  threaten  its 
implementation. 

I  believe  the  agreement  already  contains  strong  provisions  on 
the  environment  and  import  surges.  However,  while  the 
agreement  contains  important  provisions,  I  believe  that 
additional  side  agreements  may  prove  helpful,  particularly  by 
enhancing  the  cooperation  on  environmental  enforcement  and 
labor  and  worker  standards . 
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The  side  agreements  will  work  only  if  the  President  approaches 
them  with  a  spirit  of  cooperation  —  as  joint  efforts  to  achieve 
goals  we  all  share.  If  the  President  tries  to  establish 
mechanisms  to  appease  certain  economic  interests  or  for 
bludgeoning  Canada  and  Mexico  when  they  don't  agree  with  us,  he 
will  unravel  the  agreement  and  lose  the  benefits  of  the  NAFTA. 
Indeed,  we  may  find  that  we  end  up  on  the  receiving  end  more 
than  they  do. 

The  Use  of  Trade  Sanctions  as  a  Remedy  for 
Violations  of  Environmental  or  Labor  Standards 

In  this  regard,  I  am  particularly  troubled  by  suggestions  that 
trade  sanctions  or  the  levying  of  fines  —  such  as  the 
withdrawal  of  NAFTA  benefits  —  be  used  to  remedy  violations  of 
environmental  or  labor  standards . 

We  need  to  remember  that  any  remedies  we  insist  on  to  combat 
what  we  perceive  as  lax  Mexican  enforcement  of  environmental 
and  labor  standards,  or  to  restrain  import  surges,  can  also  be 
turned  on  us .  And  they  can  be  turned  on  us  in  ways  that  we 
might  not  expect  or  condone . 

The  U.S.  is  not  entirely  clean  on  these  matters.  For  example, 
our  record  of  enforcement  of  environmental  standards  has  not 
been  perfect.  A  National  Wildlife  Federation  Report  identified 
over  100,000  violations  of  EPA  safe  drinking  water  standards 
each  year  in  1987  and  1988;  yet,  enforcement  actions  were 
brought  in  less  than  3  percent  of  those  cases.  Similarly, 
witnesses  testified  before  the  House  Judiciary  Committee  last 
summer  that  there  are  close  to  17,000  violations  of  the  health 
standards  in  the  Clean  Water  Act  each  year  -  but  there  have 
been  only  104  enforcement  actions.  One  could  easily  expand 
this  list. 

I  do  not  mean  to  suggest  that  it  is  wise  to  disregard 
environmental  or  labor  standards,  or  that  lax  enforcement  of 
standards  should  be  tolerated.  We  need  to  address  those 
problems.  But  we  need  to  address  them  as  a  matter  of  domestic 
priorities  —  assigning  the  needed  resources  wherever  and 
whenever  we  can,  subject  to  the  budgetary  constraints  we  all 
face  at  both  the  national  and  local  levels.  In  doing  so,  we 
need  to  allow  the  relevant  agencies  the  discretion  to  decide 
when  enforcement  action  is  warranted,  and  when  the  costs  of 
enforcement  outweigh  the  possible  benefits.  After  all,  it  is 
not  humanly  possible  to  prosecute  every  violation. 

These  are,  of  course,  difficult  decisions  requiring  a  difficult 
balancing  of  competing  goals.  We  should  not  allow  these 
difficult  decisions  by  ourselves  or  our  agencies  to  be  subject 
to  second-guessing  by  some  supranational  body.  Such  a  system 
would  infringe  upon  the  sovereignty  of  our  nation  and  our 
states . 
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Moreover,  such  a  system  would  establish  a  dangerous  precedent 
for  the  world  trading  system.  The  United  States  economy  is  now 
more  dependent  than  ever  on  access  to  foreign  markets.  We 
cannot  afford  to  jeopardize  that  access  by  legitimizing  a  new 
form  of  import  restraint.  With  our  strong  laws,  such  remedies 
could  be  used  against  us  with  a  vengeance  by  foreigners  seeking 
a  market  advantage  against  our  companies  —  in  Mexico,  Canada 
or,  ultimately,  throughout  the  world. 

Safeguard  Mechanisms  to  Protect  Against  Import  Surges 

For  the  same  reason,  I  am  deeply  troubled  by  suggestions  that 
we  insist  upon  a  side  agreement  to  establish  a  safeguards 
mechanism  to  protect  U.S.  industries  against  import  surges. 
The  agreement  includes  adequate  safeguards .  This  additional 
safeguard  is  a  wedge  driving  at  the  heart  of  the  agreement 
which  I  do  not  feel  is  needed. 

Furthermore,  if  you  look  at  the  experience  of  the  last  five 
years,  it  is  clear  that  there  has  been  a  tremendous  import 
surge  -  particularly  in  agricultural  products,  which  seem  to  be 
at  the  crux  of  the  import  surge  issue.  But  the  import  surge  we 
see  is  not  a  surge  of  imports  into  the  United  States  from 
Mexico.  Rather  it  is  a  surge  of  imports  into  Mexico  from  the 
United  States  —  a  veritable  flood  of  increasing  U.S.  exports. 

Between  1986  and  1992,  U.S.  agricultural  exports  to  Mexico 
increased  by  228  percent.  During  the  last  year  alone  (from 
1991  to  1992),  U.S.  exports  of  agricultural  products  to  Mexico 
increased  by  27  percent.  This  surge  of  U.S.  exports  affected 
a  broad  range  of  products.  For  example,  U.S.  farmers  producing 
wheat,  coarse  grains,  soybeans  and  live  animals  were  able  to 
increase  their  exports  between  20  and  50  percent.  U.S. 
producers  of  rice,  wheat  flour,  soybean  oil,  poultry  meat,  and 
dairy  products  saw  their  exports  increase  by  over  50  percent. 
(See  Table  1.)  There  is  no  sign  that  this  surge  of  U.S. 
exports  to  Mexico  will  abate.  But  those  exports  will  be  at 
risk  if  an  import  surge  safeguard  is  put  in  place. 

On  the  other  hand,  there  is  little  evidence  to  suggest  that 
imports  into  the  United  States  from  Mexico  will  be  seriously 
affected  by  an  import  surge  safeguard  on  agricultural  products . 
During  the  last  year,  U.S.  imports  of  agricultural  products 
from  Mexico  actually  decreased  by  10  percent. 
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As  a  result,  an  import  surge  safeguard  is  likely  to  have  a 
disproportionate  negative  effect  on  U.S.  producers.  For 
example,  suppose  we  adopted  a  safeguard  mechanism  that  would 
stop  trade  whenever  imports  increased  by  more  than  20  percent 
from  one  year  to  the  next.  That  mechanism  would  have  slapped 
"surge  tariffs"  on  $436  million  in  U.S.  exports  to  Mexico  last 
year.  By  contrast,  only  $58  million  in  Mexican  exports  to  the 
United  States  would  be  similarly  affected.  (See  Table  2  and 
3.)  In  short,  for  every  $1  in  imports  from  Mexico  that  might 
be  blocked,  the  U.S.  would  put  at  risk  $7.50  of  our  exports  to 
Mexico.   That  is  hardly  the  type  of  side  deal  we  want. 

A  Constructive  Approach  to  the  Side  Agreements 

Now,  I  would  like  to  make  some  suggestions  on  how  the  President 
should  approach  the  three  side  agreements. 

As  I  mentioned,  I  believe  that  the  President  should  view  these 
side  agreements  not  as  an  opportunity  to  force  Mexico  into 
taking  steps  it  wants  to  avoid,  but  rather  as  an  opportunity  to 
help  Mexico  achieve  goals  we  both  share. 

Mexico's  environmental  and  labor  laws  —  which  provide  strict 
standards  sometimes  exceeding  our  own  —  demonstrate  its 
commitment  to  those  goals.  But,  as  a  developing  country, 
Mexico  lacks  the  resources  to  enforce  those  laws  as  vigorously 
as  we  sometimes  might  like,  or  to  build  the  infrastructure 
needed  to  comply  with  some  of  the  standards  established  by  its 
laws.  We  need  to  work  with  Mexico  to  develop  those  resources  — 
and  to  improve  our  own  capabilities  on  our  side  of  the  border. 

I  would  suggest,  therefore,  that  the  President  focus  on  efforts 
to  enhance  bilateral  cooperation,  to  improve  understanding  of 
the  nature  and  scope  of  the  problems) ,  to  help  Mexico  to  build 
its  enforcement  capacity  and  expand  its  body  of  regulations, 
and  to  jointly  tackle  the  problems  we  both  face. 

We  have  already  accomplished  a  great  deal  along  these  lines. 
The  goal  of  the  side  agreements  should  be  to  continue  and 
strengthen  this  progress. 

Financing  Issues 

Separate  from  NAFTA  are  a  great  many  environmental  and  labor 
issues  that  will  require  financial  resources.  We  have  heard  a 
great  many  proposals  on  this  score.  Many  of  them  make  no 
sense . 
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Cross  Border  Transaction  Tax 

For  example,  we  have  all  heard  proposals  for  cross-border 
transaction  taxes  or  fees  to  support  environmental 
infrastructure  or  worker  retraining.  But,  at  a  time  when  the 
national  economic  debate  is  focused  on  tax  fairness,  I  cannot 
think  of  a  proposal  that  is  more  unfair.  The  concept  of  a 
cross-border  tax  strikes  at  the  very  foundation  of  the  NAFTA, 
namely,  a  North  American  free  trade  region  that  is  without 
barriers.  In  view  of  our  substantial  and  growing  trade  surplus 
with  Mexico,  such  a  proposal  (if  implemented  by  both  countries) 
would  burden  our  exporters  more  than  imports  from  Mexico.  It 
would  end  up  restricting  our  export  opportunities,  and  reducing 
the  opportunities  for  our  companies  to  increase  efficiencies 
and  become  more  competitive  in  the  world  market. 

And,  in  all  of  the  debate,  let's  not  forget  the  American 
consumer.  By  reducing  tariffs,  NAFTA  will  enable  U.S. 
consumers  to  purchase  a  wider  variety  of  goods  at  lower  prices. 
In  other  words,  it  will  increase  consumers'  purchasing  power 
and  real  income.  By  increasing  the  price  of  imports,  and 
reducing  the  competitiveness  of  American  companies,  a 
transaction  tax  would  have  an  opposite  effect:  It  would 
unfairly  tax  American  consumers,  particularly  lower  income 
Americans,  on  the  gains  of  trade  liberalization. 

Earmarking  Tariff  Revenues 

For  reasons  related  to  political  appeal,  others  have  proposed 
earmarking  or  dedicating  the  remaining  tariff  revenues  from 
U.S. -Mexico  trade  after  NAFTA  is  implemented.  This  idea 
reminds  me  of  a  "smoke  and  mirrors"  budget  proposal. 

Within  the  Federal  budget,  these  tariff  revenues  are  already 
being  paid  to  the  Treasury  and  used  to  offset  Federal  spending. 
Earmarking  these  revenues  for  NAFTA-related  spending  will  not 
increase  revenues.  Rather,  it  will  mean  only  that  there  is 
less  money  available  for  other  programs,  thus  increasing  the 
deficit.  We  will  then  need  to  cut  spending  or  increase 
revenues  elsewhere  to  cover  the  increased  deficits  created  by 
this  earmarking. 

Moreover,  it  is  unlikely  that  "earmarking"  will  provide  the 
stable  funding  that  will  be  needed.  U.S.  tariffs  on  most 
imports  from  Mexico  will  be  phased  out  very  quickly  under  the 
NAFTA.  It  is  likely,  therefore,  that  tariff  revenues  will 
prove  to  be  an  unstable  and  inadequate  source  of  revenue 
leading  to  a  mismatch  between  funding  and  expenditures. 

A  Realistic  Proposal 

In  short,  we  cannot  rely  on  dubious  budget  proposals  or  easy 
answers  to  address  the  financing  needs  of  the  NAFTA.  We  need 
to  face  up  to  the  problem  and  deal  with  it  in  a  realistic 
manner. 
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I  am  hopeful  that  it  will  be  possible  to  address  many  of  the 
border  environmental  needs  through  private  sector  financing. 
We  should  explore  the  possibilities  for  encouraging  private- 
sector  participation  and,  where  necessary,  provide  needed 
incentives  to  make  that  financing  available.  However,  where 
private  financing  is  insufficient,  we  will  need  to  appropriate 
the  funds  from  general  revenues.  The  money  we  spend  will  be  a 
worthwhile  investment  that  will  provide  dividends  to  ourselves 
and  our  children  for  years  to  come. 

Conclusion 

In  conclusion,  we  must  remember  that  NAFTA  is  not  an 
environmental  or  labor  agreement.  It  is  a  trade  agreement 
which  seeks  to  strike  that  delicate  balance  between  trade 
liberalization  and  job  growth  and  environmental  and  public 
safety  concerns.  The  balance  achieved  by  NAFTA  represents  a 
landmark  achievement. 

Concerns  about  environmental  and  labor  problems  in  Mexico  will 
not  be  remedied  by  defeating  the  NAFTA.  Indeed,  without  the 
NAFTA,  such  problems  will  only  grow  worse.  And,  if  we  defeat 
NAFTA,  we  will  have  lost  the  ability  to  work  together  with 
Mexico  to  achieve  our  common  goals  on  these  issues. 

The  NAFTA  represents  a  rare  opportunity  to  achieve  an  historic 
political  reconciliation  between  the  United  States  and  Mexico, 
enhance  bilateral  cooperation  along  our  2,000  mile  shared 
border,  and  strengthen  our  economic  base.  It  is  an  important 
first  step  toward  a  truly  cooperative  relationship  that  will 
allow  us  to  overcome  the  problems  we  both  face. 

Furthermore,  by  successfully  implementing  NAFTA,  we  will  send 
a  clear  signal  of  commitment  to  trade  liberalization— 
worldwide  and  particularly  in  the  Western  Hemisphere.  Other 
countries  in  Central  and  South  America  are  knocking  on  our  door 
asking  to  join  this  free  trade  agreement.  This  represents  an 
unprecedented  opportunity  for  us  to  advance  trade 
liberalization,  solidify  the  market  reforms  of  our  trading 
partners,  and  expand  U.S.  export  opportunities.  We  cannot 
afford  to  let  this  opportunity  pass . 

Senator  Bill  Bradley  has  called  the  NAFTA  the  most  important 
foreign  policy  initiative  of  the  United  States.  While  he  and 
I  may  share  differences  on  other  issues,  we  could  not  be  more 
in  agreement  than  on  this  one. 
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TABLE  1, 


Increase  In  Value  of  U.S.   Exports  To  Mexico,    1991-92. 


20-50% 


trtieat    (40%) 

coarse  grains  (24%) 

soybeans  (37%) 

soybean  meal  (3 It) 
other  veg.  oils  (32%) 
feeds  &  fodders  (42%) 
live  animals  (39%) 
planting  seeds  (26%) 
other  inter,  pdts.  (22%) 

breakfast  cereals  (33%) 

red  meats, fr./ch./frz.  (23%) 

vine  &  beer  (21%) 


Over  50% 


rice  (58%) 
peanuts  (171%) 


wheat  flour  (76%) 
soybean  oil  (96%) 


snack  foods  (54%) 
red  meats,  pres.  (56%) 
poultry  meat  (68%) 
dairy  products  (163%) 
fresh  fruit  (73%) 
processed  f4v  (53%) 
f&v  juices  (77%) 
tree  nuts  (56%) 
nursery  4  flowers  (52%) 
pet  foods  (133%) 
other  consumer  (65%) 


Source:  Foreign  Agricultural  Service,  USDA. 
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Value  Of  1992  U.S.  Exports  That  Would  Be  Blocked  By  A  20% 
Import  Surge  Mechanism. 

Value, 

wheat 

coarse  grains 

rice 

soybeans 

peanuts 

wheat  flour 

soybean  meal 

soybean  oil 

other  veg.  oils 

feeds  &  fodders 

live  animals 

planting  seeds 

other  intermediate  pdts. 

snack  foods 

breakfast  cereals 

red  meats,  fr./ch./fror. 

red  meats,  prepared/preserved 

poultry  meat 

dairy  products 

fresh  fruit 

processed  fruit  &  veg. 

fruit  &  veg.  juices 

tree  nuts 

wine  k   beer 

nursery  pdts.  &  cut  flowers 

pet  foods 

other  consumer  pdts. 


TABLE  3. 
Increase  In  Value  Of  Mexican  Exports  To  The  U.S 


30-50^ 


S         7, 

,102, 

.000 

21, 

.200, 

,000 

9, 

,641, 

,000 

55, 

,947. 

,000 

6, 

,421, 

,000 

4, 

,044, 

,000 

6, 

,866, 

,000 

4, 

,044, 

,000 

3, 

,445, 

,000 

15, 

,683, 

,000 

29, 

,800, 

,000 

5, 

,466, 

,000 

2, 

,790, 

,000 

23, 

,191, 

,000 

1, 

,833, 

,000 

10, 

,733, 

,000 

8, 

,293, 

,000 

45, 

,043, 

,000 

101, 

,530, 

,000 

19, 

,061, 

,000 

15, 

,084, 

,000 

2 

,859, 

,000 

5, 

,968, 

,000 

77, 

,000 

2 

,955 

,000 

4 

,728 

,000 

21 

,498 

,000 

OTAL      $435 

,728, 

,000 

o  The   U.S., 

FY    91    to    92 

(4^%) 

frozen  vegetables  (35%) 
hides  &  skins  (24%) 
seeds  (45%) 
grain  &  feed  pdts.  (28%) 


rubber  &  gums  (31,700%) 
bananas  (96%) 
animals, ex.  cattle(51%) 
casein  (50%) 
poultry  pdts.  (320%) 


Source:   Foreign  Agricultural  Service,  OSDA 
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Chairman  Gibbons.  Thank  you  Mr.  Kolbe. 
Mr.  Thomas. 

STATEMENT  OF  HON.  CRAIG  THOMAS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  WYOMING 

Mr.  Thomas  of  Wyoming.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  comment.  It  is  refreshing  to  be 
talking  about  a  prospect  for  developing  jobs  in  this  country.  We  do 
lots  of  things,  it  seems  to  me,  in  this  Congress  that  make  it  dif- 
ficult for  job  creation,  and  this  hopefully  will  provide  some  new 
ones. 

I  do  think,  of  course,  in  any  agreement  there  are  winners  and 
losers,  and  I  want  to  focus  a  little  bit  on  one  program  that  I  think 
is  in  jeopardy,  and  that  is  the  sugar  program. 

In  a  nutshell,  of  course,  what  we  seek  to  do  and  what  we  are  out- 
lined to  do  in  this  agreement  as  it  now  stands  is  to  provide  a  mar- 
ket for  Mexican  sugar,  an  industry  in  Mexico  that  has  not  been 
very  efficient  and  is  not  an  exporting  industry,  but  if  we  can  pro- 
vide a  much  higher  priced  market,  we  think  that  it  will  attract  a 
good  deal  of  investment.  And  one  of  the  problems,  of  course,  is  a 
shift  in  the  sugar  market  from  use  in  the  beverage  industry,  to  the 
syrups  that  now  are  used  in  this  country,  creating  a  sugar  surplus, 
which  would  have  unlimited  access  after  .6  years  into  our  market. 

One  of  the  difficulties  is,  we  have  a  no-net-cost  sugar  program 
that  is  designed  to  be  based  on  imports,  and  those  imports  basi- 
cally, of  course,  have  come  from  the  Dominican  Republic,  Guate- 
mala, the  Philippines  and  other  places.  And  frankly  that  program 
could  not  continue  if  we  had  that  kind  of  import  surge  from  Mexico. 

There  are  three  things  that  could  be  done,  of  course,  the  most 
important  of  which  is  the  definition  of  a  sugar  producer  should  in- 
clude the  use  in  the  beverage  industry  of  com  sweeteners.  Failing 
that,  Mexico  would  almost  surely  have  a  surplus  that  would  be 
made  available  to  our  market.  There  are  of  other  things,  as  well. 

The  side  agreements  I  think  are  most  difficult.  I  believe  the 
sugar  problem  is  one  that  might  be  treated  as  an  omission.  This 
really  is  not  mentioned  in  the  treaties  and  in  the  prospective  trea- 
ties, so  it  could  be  done  that  way. 

Sugar  is  very  important  to  my  State.  It  is  the  largest  cash  agri- 
cultural industry,  surprisingly  enough,  in  Wyoming,  about  the  only 
one  where  we  really  carry  through  with  the  value-added  processing 
and  start  with  the  raw  product  and  put  it  on  the  shelf  So  it  is  very 
important  to  us. 

I  think  there  are  others,  of  course.  The  wheat  program,  I  am 
somewhat  skeptical.  But,  you  know,  some  of  that  is  the  enforce- 
ment of  the  treaties  that  we  have  now,  like  the  Canadian  one.  I 
think  if  the  enforcement  were  given  a  little  bit  more  attention,  per- 
haps the  treaty  itself  would  work  better. 

So  I  certainly  would  like  to  suggest  that  we  do  move  forward  on 
the  NAFTA  agreement.  I  think  it  is  a  good  one.  I  think  it  provides 
more  jobs.  But  I  think  there  are  opportunities  to  make  it  even  bet- 
ter, and  the  sugar  area  is  one  of  those. 

Thank  you  very  much,  Mr.  Chairman.  I  will  submit  a  full  state- 
ment. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  CONGRESSMAN  CRAIG  THOMAS 

WAYS  AND  MEANS  SOBCOMMITTEE  CM  TRADE 

MAFTA  SDPPLEMENTAL  AGREEMENTS 

MARCH  11,  1993 


Mr.  Chairman: 


I  want  to  thank  you  for  scheduling  this  hearing,  and  for 
allowing  me  the  opportunity  to  testify  on  this  most  important 
issue.   There's  always  a  lot  of  talk  around  here  about  economic 
growth,  about  creating  jobs  in  the  private  sector,  but  too  often 
we  get  caught  up  with  issues  that  really  don't  address  job 
creation.   That's  certainly  not  the  case  today.   Expanding  our 
exports  through  free  trade  agreements  is  one  of  the  most  obvious 
ways  to  create  jobs  in  our  country,  and  it's  my  hope  that  the 
North  American  Free  Trade  Agreement,  if  implemented  correctly, 
will  do  just  that. 

As  you  know,  any  time  an  extensive  agreement  like  this  is 
negotiated,  there  are  going  to  be  some  winners  and  some  losers. 
I'm  sure  you've  all  heard  from  the  different  groups  opposing  this 
agreement,  and  several  will  testify  today.   Some  commodity  groups 
in  Wyoming  have  written  to  me  with  legitimate  concerns  about 
parts  of  the  agreement.   I  want  to  use  an  important  industry  in 
Wyoming  —  the  sugar  beet  industry  —  as  a  case  study  of  some  of 
the  problems  agricultural  groups  have  with  NAFTA,  and  how 
supplemental  agreements  can  help  us  move  forward,  without 
indefinitely  delaying  ratification  of  NAFTA. 

This  committee  is  well-versed  in  the  particulars  of  the 
domestic  sugar  program.   It  is  a  program  that  provides  our 
traditional  foreign  suppliers  with  guaranteed  preferential  access 
to  the  U.S.  market.   We've  given  39  countries,  Mexico  among  them, 
import  guotas  as  a  way  to  stabilize  the  domestic  price  of  sugar. 
This  program  costs  the  federal  government  nothing  —  that's 
mandated  by  law.   If  NAFTA  allows  Mexico  to  become  a  surplus 
producer,  which  we've  virtually  guaranteed  in  this  agreement, 
this  program  will  be  turned  on  its  head. 

As  Ross  Perot  is  so  fond  of  saying,  the  problem  is  pretty 
simple.   We've  told  Mexico  that  if  at  any  time  in  the  next  six 
years,  it  becomes  a  surplus  producer  of  sugar  in  two  consecutive 
years,  or  is  projected  to  be  a  surplus  producer  in  two 
consecutive  years,  we  will  provide  duty-free  access  to  all  of 
Mexico's  projected  net  production  surplus  beginning  in  the 
seventh  year.   Although  Mexico  is  currently  a  net  importer  of 
sugar,  the  beverage  industry  in  Mexico  consumes  1.5  million  tons 
of  sugar  per  year.   This  industry  will  switch  to  lower-priced 
corn  sweeteners,  as  our  beverage  industry  has.   Incidentally, 
after  our  own  conversion  to  corn  sweeteners  53  beet  and  cane 
processing  facilities  closed  in  the  United  States.   Add  to  that 
lower  consumer  demand  in  Mexico  due  to  higher  prices  for  sugar 
there  and  we've  created  a  large  exportable  surplus,  which  we've 
conveniently  agreed  to  take  into  our  market.   Not  only  could  this 
drive  the  domestic  price  down,  thus  ruining  the  current  sugar 
program,  it  will  also  dramatically  reduce,  maybe  even  eliminate, 
the  import  quotas  the  other  38  countries  rely  on.   We've  made 
commitments  to  those  countries,  and  it's  important  we  honor  those 
commitments . 

There  are  three  things  that  should  be  done  in  regard  to 
sugar:   We  should  take  away  the  unlimited  access  we've  given 
Mexico  after  6  years  once  it  is  projected  to  achieve  surplus 
producer  status  in  two  consecutive  years;  we  should  extend  the 
proposed  10-year  phaseout  of  U.S.  Section  22  import  protection  on 
refined  sugar  and  sugar-containing  products  from  Mexico  to  15 
years,  matching  the  transition  for  raw  sugar;  and  we  should 
expand  the  definition  of  "surplus  producer"  to  include 
consumption  of  corn  sweeteners,  and  have  it  based  on  verified 
numbers,  not  projections. 

These  suggestions  don't  change  the  long-range  intent  of 
NAFTA  because  even  if  Mexico  doesn't  become  a  surplus  producer, 
it  gets  increasing  duty-free  access  to  our  market.   From  the 
current  level  of  7,258  metric  tons,  the  quota  will  increase  to 
322,000  metric  tons  in  year  15,  at  which  time  there  will  be  no 
limit  on  Mexican  sugar  exports  to  the  United  States. 
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The  sugar  industry  is  very  important  to  Wyoming.   Sugar 
beets  are  Wyoming's  biggest  cash  crop,  creating  thousands  of  jobs 
directly  and  indirectly.   Over  530  farmers,  most  of  them  family 
operators,  produce  beets  In  Wyoming.   We  have  three  processing 
facilities  that  employ  1,154  full  and  part-time  workers  and  have 
a  combined  payroll  of  over  $10  million.   In  addition,  this 
industry  contributes  $250,000  in  property  taxes  every  year. 
Several  communities  rely  on  the  sugar  beet  industry  for  their 
survival  and  NAFTA,  as  it  is  currently  drafted,  threatens  the 
domestic  sugar  industry. 

I've  got  to  tell  you,  that's  pretty  tough  for  a  small  family 
farmer  in  the  Big  Horn  Basin  of  Wyoming,  or  in  Torrington, 
Wyoming,  to  swallow.   Unfortunately,  in  7  years  we  may  not  have  a 
domestic  sugar  industry  to  provide  the  spoonful  of  sugar  needed 
to  help  that  medicine  go  down.   There  is  hope,  however,  that  a 
supplemental  agreement  specific  to  sugar,  or  a  general  agreement 
to  protect  against  import  surges,  can  rectify  this  situation. 

I  don't  want  to  delay  NAFTA  indefinitely.   On  the  contrary, 
I  want  this  agreement  to  move  forward  as  quickly  as  possible. 
Trade  with  Mexico  is  becoming  increasingly  important  for  my  State 
of  Wyoming.   Wyoming's  exports  to  Mexico  grew  84  percent  from 
1987  to  1991.   This  percentage  is  double  the  growth  in  Wyoming's 
exports  to  the  rest  of  the  world  over  the  same  period.   These  are 
impressive  gains,  and  many  in  Wyoming  look  forward  to  this  trend 
continuing  under  NAFTA.   I  want  to  be  able  to  support  NAFTA,  as  I 
supported  Fast  Track  authority.   I  think  it  can  be  good  for  our 
country  and  good  for  our  economy,  if  implemented  correctly. 

There  are  many  industries  that  have  concerns  similar  to 
those  expressed  here  today.   Maybe  there  can  be  a  mechanism  to 
address  import  surges  for  all  of  agriculture.   Standard  meat 
inspections  to  ensure  the  quality  of  imported  meat,  a  conflict 
resolution  board  that  works  so  we  don't  have  a  repeat  of  the 
recent  decision  on  durum  wheat  as  it  relates  to  the  Canadian  Free 
Trade  Agreement,  assurances  about  price  transparency  and 
transportation  subsidies,  and  that  Mexican  industries  will  have 
to  meet  basic  environmental  standards,  are  examples  of  legitimate 
concerns.   I  don't  think  we  need  to  re-negotiate  the  agreement. 
With  a  little  work  on  some  supplemental  agreements,  we  can  ensure 
we  get  a  fair  agreement  that  can  be  monitored  and  enforced. 
Then,  once  and  for  all,  our  producers  can  be  released  to  do  what 
they  do  best  —  compete.   That's  all  the  farmers  in  Wyoming  are 
asking  for. 

Thank  you,  again,  for  allowing  me  to  participate  in  this 
hearing,  Mr.  Chairman.   I  look  forward  to  working  with  the 
industry  groups,  with  you  and  your  colleagues  on  this 
subcommittee,  and  with  the  Administration,  to  find  a  fair 
resolution  to  these  concerns. 
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Chairman  Gibbons.  Your  statement  and  all  other  statements,  of 
course,  will  be  included  in  the  record.  And  I  want  to  thank  each 
of  you  for  being  so  patient.  I  am  sorry  we  took  so  long  to  get  to 
you  this  morning,  but  you  understand  the  Congress  as  well  as  I  do 
about  how  these  timings  work. 

We  have  got  a  tough  problem  ahead  of  us.  Yes,  it  is  true  that 
it  is  very,  very  difficult  conceptually  and  practically  to  bring  two 
economies  together  that  have  been  for  as  long  separated  as  these 
have,  about  400  years,  I  think,  and  a  great  deal  of  difference  struc- 
turally in  the  economies.  It  is  going  to  require  the  greatest  amount 
of  skill  that  all  of  us  have  to  accomplish  that. 

I  know  in  my  area  of  the  world,  there  are  people  who  would  like 
to  open  up  this  agreement,  because  they  do  not  think  they  got  what 
they  expected,  and  I  would  like  to  improve  their  lot.  But  I  think 
we  are  all  going  to  have  to  back  off  and  say:  You  know,  once  we 
ever  try  to  open  up  this  agreement,  each  one  of  us  ought  to  be  able 
to  get  our  own  proposal  in,  and  I  am  afraid  if  we  did  that,  we 
would  just  never  have  any  progress  at  all. 

So  we  look  forward  to  a  successful  conclusion  of  the  supplemental 
agreements,  the  parallel  agreements.  Hopefully  they  will  meet 
most  of  the  concerns  that  we  have.  That  may  be  an  optimistic  as- 
sessment. But  each  of  you  have  participated  in  this,  and  it  is  a  very 
serious  and  historic  time.  I  thank  each  one  of  you  for  your  partici- 
pation. 

Do  you  have  questions  that  you  would  like  to  ask? 

Mr.  Payne.  I  do  not  have  any  questions.  I  just  also  wanted  to 
thank  my  colleagues  for  a  valuable  contribution,  and  as  we  go  for- 
ward and  work  with  the  U.S.  Trade  Representative  and  work  with 
all  of  you  and  other  Members  of  Congress,  we  certainly  want  to  put 
something  together  that  is  going  to  be  in  the  best  interest  of  all  of 
us  and  all  of  our  districts  and  all  of  our  constituents,  and  I  look 
forward  to  working  with  you. 

Chairman  Gibbons.  Mr.  McNulty. 

Mr.  McNuLTY.  Thank  you,  Mr.  Chairman. 

I  am  still  grappling  with  this  issue  of  jobs  and  who  gains  and 
who  loses  and  all  of  that.  And  I  do  not  want  to  take  up  the  time 
to  ask  everybody  this  question,  but  perhaps  Mr.  Kolbe  and  Mr. 
Richardson  could  respond,  because  they  cited  figures  on  how  many 
jobs  we  have  gained  in  recent  years  without  NAFTA.  And  I  guess 
if  that  is  true,  my  question  would  be:  "If  it  ain't  broke,  don't  fix  it"; 
what  do  we  need  NAFTA  for? 

And  if  your  answer  to  that  question  is,  well,  Mike,  we  did  all 
right  without  NAFTA,  but  we  will  do  even  better  with  NAFTA,  and 
we  will  gain  even  more  jobs,  my  question  is:  What  data  are  you  re- 
Ijdng  on  in  order  to  reach  that  conclusion? 

And  finally  if  all  of  that  is  true,  that  we  have  been  improving  our 
trade  relationships,  particularly  with  Mexico,  without  NAFTA,  and 
we  are  going  to  be  in  an  even  better  position  with  NAFTA,  what 
is  in  it  for  Mexico? 

I  am  just  trying  to  understand  this.  I  would  like  to  ask  particu- 
larly Mr.  Kolbe  and  Mr.  Richardson  those  questions. 

Mr.  Kolbe.  I  will  start  out  and  try  to  make  this  as  short  as  pos- 
sible. This  is  a  question  with  a  lot  of  content  to  it  and  could  take 
a  lot  of  time,  and  I  will  try  to  make  it  as  short  as  possible. 
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The  basic  answer,  I  think,  is  you  have  to  start  with  the  under- 
standing that  trade  is  not  a  zero-sum  game.  When  one  country  ben- 
efits from  trade,  it  does  not  mean  that  the  other  country  loses. 
Both  countries  can  gain.  And  that  is  the  basic  concept  of  trade  from 
the  days  of  Adam  Smith  on. 

The  opposite  point  of  view  is  a  mercantiUst  view,  that  if  one  per- 
son gets  better  by  trade,  the  other  person  must  get  worse.  And  it 
simply,  by  and  large,  does  not  work  that  way.  There  can  be  exam- 
ples where  that  happens,  but  by  and  large,  it  does  not. 

The  study  that  I  referred  to  is  one  of  many.  There  are  dozens  of 
studies  that  have  been  done.  And  I  think  it  is  an  objective  state- 
ment to  say  that  the  vast  majority  of  the  studies,  the  overwhelming 
majority  of  the  studies,  suggest  a  net  creation  of  jobs.  They  range 
all  over  the  place,  because  it  is  very  hard  to  draw  up  a  model,  a 
computer  model,  that  can  identify  that. 

Mr.  McNuLTY.  Yes.  I  find  that  a  lot  of  times  the  conclusion  of 
the  study  is  largely  determined  by  who  is  paying  for  it  and  who  is 
proposing  it  and  so  on.  That  is  why  I  asked  Mr.  Kantor  when  he 
was  here  this  morning.  Ambassador  Kantor,  if  he  could  give  us  an 
independent  analysis  on  what  his  projections  are. 

Mr.  KOLBE.  I  would  agree  with  you.  Many  times  it  does  depend 
on  the  point  of  view;  many  of  them  do  come  from  that.  But  the 
International  Trade  Commission,  for  example,  has  come  up  with 
figures  also  in  this  area. 

Let  me  just  answer  the  second  part  very  quickly,  if  I  might,  and 
that  was:  What  does  Mexico  gain  this? 

Clearly  what  Mexico  gains  is  modernization  of  its  economy.  I 
mean,  they  are  headed  down  that  path  now.  What  NAFTA  does  for 
them  is  lock  into  place  the  economic  and  political  changes  that  are 
taking  place  in  Mexico  today  and  assures  them  that  they  will  be 
more  competitive  in  the  future. 

Mexico  has  made  enormous  changes  in  terms  of  privatizing,  of 
eliminating  the  barriers  to  competition  in  that  country,  and  the  re- 
sult of  this  will  be  to  further  that  process.  And  that  has  a  return 
benefit  to  us,  both  politically  and  as  the  economy  grows. 

Of  course,  the  long-term  benefit  is  the  reduction  of  illegal  immi- 
gration into  the  United  States.  Ultimately  that  is  the  only  solution 
to  that  problem.  No  amount  of  barriers,  walls,  fences  will  keep 
them  out.  The  answer  is,  of  course,  to  have  an  economy  that  is  bet- 
ter in  Mexico  and  creating  jobs  down  there. 

Mr.  McNuLTY.  Bill? 

Mr.  Richardson.  My  colleague  asks  a  very  good  and  thoughtful 
question.  My  answer  is  that  by  increasing  American  exports,  we  in- 
crease American  jobs.  Mexico's  market  of  85  million  consumers 
buys  U.S.  products  at  a  greater  precentage  than  any  other  country. 
NAFTA  will  make  a  good  situation  even  better. 

Second,  I  do  think  that  the  international  competitiveness  situa- 
tion is  such  that  as  much  as  all  of  us  want  the  GATT  agreements 
to  succeed,  we  need  to  recognize  that  trading  blocs  are  forming  in 
Asia,  in  Europe,  and  that  our  hemisphere,  by  liberalizing  and  unit- 
ing as  an  economic  front,  needs  to  follow  suit  to  be  more  competi- 
tive. 

Third,  I  will  concede  to  my  colleague,  I  think  there  is  data — and 
everybody  can  deliver  any  data  that  they  want — that  in  the  short 
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term,  there  are  some  potential  U.S.  job  losses.  There  are.  I  think 
we  have  to  deal  with  that  with  worker  adjustment  and  retraining 
provisions. 

But  in  the  long  run,  I  want  to  stress — and  I  think  we  should  look 
at  NAFTA  in  the  long  nin — most  of  the  data — and  that  is  Govern- 
ment data  from  the  tradeoff,  as  the  Commerce  Department  indi- 
cates— that  we  will  benefit,  and  there  will  be  more  U.S.  jobs. 

I  know  my  colleague  comes  from  an  area  that  has  suffered  dis- 
locations, but  I  just  want  to  stress  that  those  dislocations  have  not 
necessarily  all  oeen  caused  by  a  Mexican  problem.  We  have  had 
this  problem  without  NAFTA,  in  Asia  and  other  parts  of  the  world 
where  wages  are  much  lower  and  where  other  nations  are  luring 
our  plants  away.  And  I  do  think  that  it  is  inevitable  that  our  na- 
tion needs  internationally  to  become  more  competitive,  and  I  think 
NAFTA  in  the  long  run  is  good  for  this  country  and  good  for  our 
job  situation. 

Mr.  Levin.  Mr.  McNulty,  if  I  might  just  take  30  seconds,  I  think 
we  should  all  do  what  you  are  doing.  We  did  it  with  the  last  admin- 
istration, to  take  a  hard  look  at  the  figures  and  to  disaggregate  by 
industries. 

We  heard  a  lot  of  talk  in  the  1980s  about  jobs.  Yes,  there  were 
lots  of  jobs  created  in  the  1980s.  By  and  large,  they  were  lower 
paying  jobs  than  the  jobs  that  were  lost.  And  we  need  to  be  serious 
about  it.  The  standard  of  living  for  middle-income  Americans  did 
not  dip  in  the  1980s  just  out  of  thin  air.  The  quality  of  work  dimin- 
ished for  himdreds  and  hundreds  of  thousands  of  Americans. 

The  growth  in  Mexico,  I  cited  earlier,  in  the  maquiladoras,  has 
been  in  manufacturing  areas  like  electronics,  like  automobiles,  like 
apparel.  No  one  is  saying  that  all  the  jobs  that  were  lost  here  went 
to  Mexico.  Some  of  them  did.  But  we  have  to  ask  seriously — I  close 
with  this  plea:  When  you  put  together  two  very  disparate  econo- 
mies with  investment  guarantees  in  Mexico  that  will  make  more 
attractive  investment  there — and  no  study  denies  that  Mexico  pro- 
portionally comes  out  better  than  the  United  States  through 
NAFTA,  no  study — we  owe  it  to  ourselves  and  to  the  people  we  rep- 
resent in  this  country  to  ask  the  hard  question:  What  will  it  mean 
for  the  future  of  particular  basic  industries  and  services  in  this 
country? 

Ms.  Kaptur.  Will  the  gentleman  yield  just  for  a  moment? 

I  do  want  to  state  for  the  record,  if  I  might,  that  all  of  the  studies 
that  have  been  done,  but  for  one,  in  the  assumptions  that  are 
made,  do  not  factor  in  the  long-term  effect  on  U.S.  jobs  of  great 
gains  in  investment  in  Mexico.  So  as  investment,  both  foreign  and 
U.S.,  is  placed  in  Mexico,  the  studies  differ  on  how  much  job  loss 
there  will  be  in  the  United  States,  because  people  are  estimating 
what  that  additional  investment  might  be  over  the  next  5,  10,  or 
15  years. 

You  also  have  to  look  at  the  assumptions  in  the  studies  about  the 
value  of  the  peso  and  the  assumptions  that  are  made  on  how  that 
will  impact  on  both  the  U.S.  and  on  Mexican  job  creation. 

Another  point  I  want  to  mention  is  exports,  because  several  of 
those  who  favor  the  current  agreement  always  say:  Well,  look  at 
the  exports  and  how  they  have  expanded  from  the  United  States 
to  Mexico.  That  is  proof  that  all  we  need  is  more  of  the  same. 
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If  you  analyze,  if  you  disaggregate,  those  exports,  what  are  they? 

Over  half  of  the  growth  now  is  U.S.  goods  being  shipped  down 
there,  some  function  being  performed,  and  those  goods  coming  back 
into  our  market.  It  is  not  a  growth  of  a  real  new  market  for  U.S. 
companies.  It  is  transshipment  of  goods. 

And  finally,  I  mention  in  my  testimony — and  this  is  very,  very 
important  because  of  the  nature  of  the  population  of  Mexico,  a  na- 
tion of  90  million  people,  growing  much  faster  than  ours — the  up- 
heaval in  the  countryside  caused  by  the  agricultural  reforms  that 
have  been  ongoing  and  the  poor  conditions  in  Mexico.  This  is  caus- 
ing a  huge  disruption,  and  you  can  see  it.  You  can  see  it  with  your 
eyes  if  you  stand  at  the  United  States/Mexico  border.  You  can  see 
it  in  Mexico  City,  if  you  go  out  to  the  areas  on  the  outskirts  where 
people  are  flocking  in.  There  are  millions  and  millions  of  people 
being  uprooted,  who  are  going  to  try  to  move  to  these  areas  now, 
and  they  are  going  to  drive  wages  down,  and  that  works  against 
the  development  of  a  consumer  market  that  is  going  to  buy  goods. 
With  lower  wages,  you  are  not  going  to  get  the  growth  of  the 
consumer  market. 

And  I  thank  you  for  giving  me  a  chance  to  comment. 

Mr.  McNuLTY.  I  see  that  my  time  is  up.  I  thank  all  of  my  col- 
leagues for  their  testimony,  and  I  thank  you  for  the  time,  Mr. 
Chairman. 

Chairman  GIBBONS.  Well,  good.  May  I  comment  on  your  ques- 
tions? 

I  think  essentially  if  you  look  at  the  U.S.  economy  and  the  Mexi- 
can economy  and  you  take  the  U.S.  economy  back  to,  say,  the  point 
60  years  ago  when  we  had  essentially  a  closed  economy  and  a  very 
poor  economy — we  had  25  percent  unemployment;  half  of  the  peo- 
ple in  the  United  States  lost  their  homes  during  that  time — we 
have  moved  from  that  closed  economy  to  a  relatively  open  economy 
and  have  enhanced  our  standard  of  living  greatly. 

Our  economy  is  stalled  now.  I  think  it  has  stalled  for  two  rea- 
sons. One,  we  have  got  a  perfectly  archaic  and  horribly  expensive 
health  care  system  that  is  dragging  our  economy  down.  And  two, 
we  have  got  an  equally  complex  and  horribly  inefficient  revenue- 
raising  system  here  in  the  Federal  Government  that  is,  in  effect, 
subsidizing  the  export  of  our  jobs  opportunities  and  subsidizing  the 
imports  of  goods  and  services  into  America. 

Nobody  in  his  right  mind  could  defend  the  United  States  revenue 
system — a  trillion  dollars  a  year  that  is  collected  in  the  most  ob- 
tuse, obscene,  stupid  manner  I  have  ever  seen. 

So  those  two  things  have  really  stifled  our  economy.  And,  you 
know,  unless  we  are  willing  to  face  up  to  those,  there  is  nothing 
we  can  do  about  it. 

Now  Mexico,  on  the  other  hand,  has  been  isolated  and  had  a 
closed  economy  for,  oh,  as  long  as  I  can  remember,  as  long  as  his- 
tory records,  and  their  theory  for  economic  growth  was  to  build  an 
import  substitution  economy.  If  a  Mexican  could  create  it  in  any 
way,  they  would  not  import  it,  no  matter  how  much  more  expensive 
it  was  to  create  or  grow  something  in  Mexico.  They  tried  to  create 
an  import  substitution  economy. 

They  failed.  And  they  finally  realized  they  had  failed,  and  they 
have  now  turned  and  gone  to  an  open  economy.  But  because  for  60 
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years  we  have  been  opening  our  economy  and  the  60  years,  most 
of  the  60  years,  they  have  been  closing  theirs,  we  end  up  with  a 
really  disparate  situation  in  which  our  tariffs,  our  keeping  goods 
out  of  this  country,  are  practically  nil. 

The  Mexicans'  tariffs  are  still  very  high,  and  there  are  all  kinds 
of  trade  restrictions.  They  still  have  a  long  way  to  go  to  achieving 
anything  nearly  approaching  an  open  economy. 

So  what  is  it  in  there  for  us?  Well,  their  market,  80,  90  million 
people,  is  beginning  to  grow.  There  are  some  market  opportunities 
there.  Some  Americans  will  be  able  to  gain  an  advantage  from  that 
opportunity;  others  will  not. 

Plants,  such  as  plants  that  exist  in  your  areas  and  other  areas, 
already  have  the  opportunity  of  moving.  They  can  go  to  Mexico 
today  without  this  agreement,  as  many  of  them  have  done,  and 
open  up  and  ship  their  goods  back  into  here.  So  we  gain  additional 
market  opportunities  as  the  net  result. 

The  Mexicans  are  gambling  that  they  will  gain  a  better  standard 
of  living  if  they  dismantle  their  import  substitution  economy  and 
go  to  a  market  economy.  And  I  think  that  is  what  we  are  here  talk- 
ing about  in  all  of  this.  It  is  the  long  arm  and  the  long  stretch  of 
history  that  we  are  seeing  finally  culminating  in  this  agreement  in 
which,  as  Mr.  Kolbe  pointed  out,  it  is  a  win-win  situation. 

Now  it  will  not  be  winning  for  every  American.  I  can  tell  you 
that  there  are  lots  of  people  in  my  State  that  do  not  think  they  are 
going  to  win. 

And  ultimately  we  just  have  to  decide  what  is  the  best  for  this 
country.  We  are  going  to  be  voting  on  that  soon,  probably  sooner 
than  a  lot  of  people  would  like.  But  that  is  where  we  are. 

Thank  you  all  very  much.  I  am  sorry  to  take  so  much  time. 

The  International  Union  of  United  Automobiles,  Aerospace  &  Ag- 
ricultural Implement  Workers  of  America,  the  UAW,  as  we  call 
you,  Owen,  come  on  in. 

The  United  Food  &  Commercial  Workers  International,  Mr. 
Wynn;  the  Teamsters,  Mr.  Carey;  the  Clothing  &  Textile  Workers 
Union,  Mr.  Sheinkman;  and  the  International  Labor  Rights  Edu- 
cation Research  Fund,  Mr.  Harvey. 

I  apologize  to  all  you  folks  for  having  had  you  wait  there  so  long. 
Perhaps  I  ought  to  say  that  when  we  finish  with  you,  we  ought  to 
take  a  little  break  and  get  something  to  eat.  I  know  I  am  speaking 
for  myself,  but  unless — would  one  of  you  like  to  preside  right  on 
through  this?  I  have  got  to  get  a  little  bite  to  eat. 

All  right,  fine.  For  those  in  the  audience  who  are  waiting  to  tes- 
tify, then  we  will  go  right  on  to  the  National  Wildlife  Federation 
and  that  panel,  the  Sierra  Club  and  the  Environmental  Defense 
Fund,  and  the  Public  Citizens'  group,  right  straight  on  through. 

Owen,  welcome. 

STATEMENT  OF  OWEN  BIEBER,  PRESmENT,  INTERNATIONAL 
UNION,  UNITED  AUTOMOBILE,  AEROSPACE,  &  AGRICUL- 
TURAL IMPLEMENT  WORKERS  OF  AMERICA— UAW 

Mr.  BlEBER.  Thank  you,  Mr.  Chairman. 

I  am  the  president  of  the  UAW,  and  I  want  to  thank  you  and  the 
committee  for  allowing  me  to  testify  here  today  to  present  the 
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views  of  the  UAW  on  the  NAFTA  and  the  supplemental  negotia- 
tions that  President  Clinton  proposed. 

Let  me  first  state  that  the  UAW  strongly  opposes  the  NAFTA 
agreement  signed  by  President  Bush.  We  have  described  our  dis- 
appointment with  the  automotive  provisions  of  the  agreement  in 
previous  testimony  before  this  subcommittee. 

There  are  many  other  provisions  that  are  deficient  and  fail  to 
promote  or  protect  the  interests  of  American  workers.  The  supple- 
mental negotiations  are  not  a  substitute  for  renegotiation  of  the 
agreement  as  it  stands. 

Now  I  will  turn  to  the  import  surge  and  labor  rights  standards 
issues.  The  UAW  has  a  vital  interest  in  the  negotiations  regarding 
import  surges.  We  agree  with  President  Clinton  that  the  safeguard 
provisions  of  the  NAFTA  signed  by  President  Bush  will  not  always 
promote  U.S.  adjustment  and  increased  competitiveness. 

The  U.S.  auto  sector  presents  a  glaring  example  of  the  need  for 
a  different  approach.  In  both  Canada  and  Mexico,  automotive  pro- 
duction has  been  raised  by  national  policies  that  favor  local  produc- 
tion. Canada  retains  its  incentives  in  NAFTA;  Mexico  established 
protections  for  local  parts  producers  and,  along  with  its  Auto  De- 
cree provisions,  phases  them  out.  The  U.S.  industry  and  its  vvork- 
ers  have  had  no  local  production  incentives  and  would  remain  at 
a  disadvantage  under  the  agreement. 

The  U.S.-based  assemblers  and  parts  firms  are  important  pro- 
ducers in  all  three  markets.  These  firms  can  shift  production  from 
one  country  to  another,  and  they  have  done  it  in  the  past  decade. 
These  shifts  have  contributed  to  the  substantial  decline  in  U.S. 
auto  industry  employment. 

To  prevent  a  surge  of  automotive  imports  into  the  United  States 
from  Mexico  and  Canada,  we  propose  that  the  Administration  ne- 
gotiate a  guaranteed  U.S.  share  of  total  North  American  auto- 
motive industry  production.  This  U.S.  standard  would  ensure  that 
the  remaining  local  production  incentives  in  Mexico  and  Canada  do 
not  result  in  relocating  production  there  at  the  expense  of  Amer- 
ican auto  workers.  Since  the  Governments  of  Mexico  and  Canada 
have  chosen  their  own  plans  for  promoting  auto  production  for 
many  years,  it  is  appropriate  and  fair  for  the  United  States  to 
adopt  its  own  approach.  If  there  is  growth  in  the  North  American 
market,  it  should  be  shared  fairly  among  the  three  countries. 

If  such  an  approach  is  not  adopted,  we  believe  that  the  United 
States  will  experience  a  substantial  surge  of  imports  from  Mexico 
and  Canada  that  cannot  be  offset.  This  surge  can  come  from  new 
producers  locating  in  those  countries  and  from  the  U.S.-based  com- 
panies moving  work  out  of  this  country.  The  meager  safeguards  in 
the  Bush-negotiated  NAFTA  and  the  reimposition  of  tariffs  would 
not  have  a  significant  impact  on  the  investment  decisions  of  the 
auto  companies. 

More  explicit,  disincentives  to  moving  production  out  of  the  Unit- 
ed States  are  needed.  Establishing  a  minimum  production  share  for 
the  United  States  would  restrain  companies  from  cutting  back  U.S. 
production  capacity  and  adding  capacity  elsewhere  in  North  Amer- 
ica. It  would  prevent  the  surge  in  imports  from  occurring. 

I  would  like  to  briefly  address  the  supplemental  labor  negotia- 
tions. The  UAW  proposed  the  inclusion  of  negotiations  on  labor 
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rights  and  standards  at  the  outset  of  the  NAFTA  talks.  This  posi- 
tion is  consistent  with  the  union's  longstanding  support  for  giving 
workers  the  same  type  of  protection  in  international  trade  as  is  af- 
forded owners  of  capital. 

The  standards  set  by  several  of  the  International  Labor  Organi- 
zation's conventions  regarding  internationally  recognized  workers' 
rights  have  been  incorporated  into  U.S.  trade  law  in  the  past  dec- 
ade. These  must  be  made  an  integral  part  of  the  economic  integra- 
tion of  the  economies  of  the  United  States,  Canada,  and  Mexico,  if 
the  harmonization  of  wages  and  workplace  conditions  is  to  be  up- 
ward to  the  best  provisions  among  the  three  countries,  rather  than 
to  the  lowest  common  denominator. 

To  be  effective,  the  supplemental  labor  negotiations  must  set  spe- 
cific timetables  for  the  harmonization  process  and  establish  mutu- 
ally agreed  criteria  for  determining  compliance. 

We  commend  the  enforcement  procedures  adopted  in  NAFTA  to 
cover  intellectual  property  rights  as  a  model  for  labor  rights.  All 
workers  must  have  the  right  to  intervene  in  national  administra- 
tive and  judicial  procedures  and,  if  necessary,  to  prevent  the  entry 
of  goods  into  their  home  market,  if  they  were  made  under  condi- 
tions that  violate  the  worker  rights  and  standards  provisions. 

Simple  justice  for  workers  demands  that  trade  sanctions  be  the 
means  of  enforcing  the  commitment  of  the  three  Governments  to 
affording  workers  these  rights.  After  all,  the  increased  trade  is  sup- 
posed to  benefit  workers,  but  that  trade  will  only  be  beneficial  if 
workers  can  exercise  their  rights  and  raise  labor  standards. 

Mr.  Chairman,  I  thank  you  for  providing  this  opportunity  to  tes- 
tify. We  look  forward  to  exploring  the  meaning  of  the  supplemental 
negotiations  and  the  impact  of  NAFTA  on  American  workers  with 
you  and  the  subcommittee  members. 

[The  prepared  statement  follows:] 
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Mr.  Chairman,  my  name  is  Owen  Bieber.  I  am  President  of  the  International 
Union,  United  Automobile,  Aerospace  and  Agricultural  Implement  Workers  of  America 
(UAW).  The  UAW  appreciates  the  opportunity  to  appear  before  this  Subcommittee  to 
discuss  the  supplemental  NAFTA  negotiations  that  President  Clinton  has  proposed  and 
which  are  scheduled  to  begin  next  week. 

The  UAW  has  previously  presented  its  views  on  NAFTA  before  you,  Mr. 
Chairman,  and  the  Subcommittee.  In  fact,  we  appeared  here  in  1990,  1991 ,  and  1992 
to  discuss  our  views  on  NAFTA.  We  believe  our  testimony  at  these  hearings 
demonstrates  that  we  give  this  issue  the  same  priority  that  you  do. 

Since  our  last  appearance  here,  the  election  of  Bill  Clinton  as  President  and  more 
than  100  new  members  of  the  House  of  Representatives  has  changed  the  political 
landscape  substantially.  Today's  hearing  on  the  upcoming  labor,  environment  and 
import  surge  negotiations  would  not  be  taking  place  if  the  presidential  election  results 
had  been  different.  And  because  so  many  new  members  were  elected  to  the  House, 
there  are  many  new  members  of  this  Subcommittee. 

With  these  changes  in  mind,  I  would  like  to  briefly  restate  the  UAWs  views  on 
the  NAFTA  signed  by  President  Bush  in  December.  We  believe  that  the  agreement 
would  cause  the  loss  of  thousands  of  decent  paying  American  jobs  in  the  auto  sector 
and  in  other  American  industries.  The  jobs  that  remain  will  be  subjected  to  downward 
pressure  on  wages,  benefits  and  conditions  of  work. 

While  there  are  many  NAFTA  provisions  that  require  renegotiation,  the  UAW  has 
been  particulariy  outspoken  about  the  shortcomings  of  the  agreement's  auto-related 
provisions.  In  this  area,  we  have  raised  five  specific  problems: 

1 .  The  tremendous  wage  differential  between  Mexican  and  American 
workers  in  the  automotive  industries  was  not  addressed.  Using  capital  equipment 
virtually  identical  to  equipment  used  in  the  U.S.,  many  wori^ers  in  Mexico  have 
productivity  levels  neariy  on  a  par  with  those  in  U.S.  facilities,  yet  their  compensation 
may  be  a  little  as  one-twentieth  the  U.S.  level.  The  Bush-negotiated  NAFTA  makes  no 
effort  to  attack  this  wage  gap  by  pushing  Mexican  wages  higher;  instead,  it  leaves  the 
current  process  of  pulling  U.S.  wages  down  in  place.  Employers  will  continue  to  shift 
production  to  Mexico  to  take  advantage  of  the  yawning  wage  gap. 

2.  The  Bush  NAFTA  fails  to  protect  American  auto  production  while  allowing 
such  protections  for  both  Mexico  and  Canada.  Mexico's  protection  for  local  parts 
producers  and  its  protective  Auto  Decree  are  phased  out  over  ten  years  and  Canada 
retains  the  domestic  production  incentives  of  the  U.S-Canada  Auto  Pact.  We  expect 
further  U.S.  job  losses  in  the  U.S.  due  to  this  inequity  in  protections. 

3.  The  rule  of  origin  for  auto  production  is  inadequate.  The  UAW  believes 
that  the  62.5  percent  North  American  value  requirement,  which  does  not  go  into  effect 
until  the  year  2002,  will  permit  excessive  foreign  value  in  products  eligible  for  the 
agreement's  duty  preference.  The  special  deals  for  new  investments  and  new  products 
and  the  change  in  the  standard  used  to  calculate  the  rule  from  the  U.S.-Canada 
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definition  undermine  the  impact  of  tlie  increase  in  the  percentage  from  the  50  percent 
level  used  in  the  U.S. -Canada  FTA.  The  UAW  supported  an  80  percent  njle  of  ongin 
and  most  U.S.  interests  in  the  industry  fought  for  a  far  higher  rule  than  the  one  adopted. 

4.  The  inclusion  of  Mexican  vehicles  and  parts  value  as  "domestic"  under  the 
U.S.  corporate  average  fuel  efficiency  (CAFE)  standards  will  facilitate  the  transfer  of 
small  car  production  to  Mexico.  This  would  leave  U.S.  production  and  employment 
vulnerable  to  substantial  displacement  if  there  is  a  shift  in  demand  toward  more  fuel 
efficient  vehicles  due  to  an  increase  in  fuel  prices  or  availability. 

5.  The  Bush  NAFTA  phases  out  the  25  percent  tariff  on  light-duty  trucks 
imported  from  Mexico,  which  will  cause  job  losses  here  as  production  shifts  south  of  the 
border.  Chrysler  and  General  Motors  plan  to  close  existing  light-duty  truck  assembly 
plants  in  the  Mexico  City  area  and  replace  them  with  larger  capacity  new  plants  in 
northern  Mexico.  The  elimination  of  the  truck  tariff  provides  a  direct  subsidy  to  these 
U.S.  automakers  to  build  new  truck  plants  in  Mexico. 

There  are  many,  many  other  provisions  in  the  Bush  NAFTA  that  are 
objectionable  and  must  be  renegotiated.  These  include  provisions  on  temporary  entry, 
safeguards,  market  access,  standards  and  services,  among  others.  In  other  words, 
from  our  perspective,  there  are  a  vanety  of  deficiencies  in  the  NAFTA  signed  by  one 
head  of  state  who  lost  an  election  (President  Bush),  one  head  of  state  who  is  resigning 
because  of  the  low  public  approval  of  his  government  (Prime  Minister  Mulroney)  and 
one  head  of  state  whose  term  expires  next  year  (President  Salinas). 

You  may  recall,  Mr.  Chairman,  that  in  our  testimony  last  fall,  the  UAW  objected  to 
the  terms  of  the  NAFTA  because  important  matters  of  interest  to  workers  in  all  three 
countnes  were  left  out.  We  stated  then  that  a  trade  agreement  must  enforce  worker 
nghts  and  standards  and  environmental  standards  by  using  trade  sanctions.  We  remain 
committed  to  that  position  today. 

Dunng  the  presidential  campaign.  President  Clinton  said  he  would  not  submit  a 
NAFTA  to  Congress  unless  it  was  accompanied  by  three  supplemental  agreements 
covenng  labor,  environment  and  import  surges.  The  UAW  has  given  consideration  to  all 
of  them,  but  to  the  labor  and  import  surge  areas  in  particular.  Environmental 
organizations  with  which  we  have  been  in  contact  pnor  to  and  dunng  the  NAFTA 
negotiations,  are  better  able  to  identify  the  cntical  issues  in  the  supplemental 
environmental  negotiations  and  the  criteria  for  assuring  beneficial  results  from  any 
agreement  in  that  area. 

The  UAW  believes  that  the  import  surge  negotiations  proposed  by  President 
Clinton  have  the  potential  to  address  a  serious  inequity  in  the  Bush-negotiated  NAFTA 
auto  provisions.  In  both  Canada  and  Mexico,  automotive  production  has  been  raised  by 
national  restnctions  that  favor  local  production.  Canada  retains  these  protections  in 
NAFTA,  as  it  did  in  the  U.S. -Canada  Free  Trade  Agreement  (FTA);  Mexico  established 
protections  for  local  parts  producers  and,  along  with  its  Auto  Decree  provisions,  will 
gradually  phase  them  out.  The  U.S.  auto  industry  and  its  workers  have  had  no  local 
production  incentives  and  would  remain  at  a  disadvantage  under  the  agreement. 

Further  complicating  the  North  American  auto  situation,  the  U.S. -based 
assemblers  and  parts  producers  are  important  producers  in  all  three  markets.  These 
firms  can  shift  production  from  one  country  to  another  all  too  easily  if  it  is  in  their  interest 
to  do  so;  and  they  have  done  it  in  the  past  decade.  These  shifts  have  contributed  to  the 
substantial  decline  in  U.S.  auto  industry  employment. 

Our  experience  from  the  integration  of  U.S.  and  Canadian  automotive  production 

following  the  implementation  of  the  Auto  Pact  in  1 965  contributes  to  our  concerns  about 
the  impact  on  Amencan  auto  workers  of  integrating  Mexican  production  through  NAFTA. 
Canadian  production,  aided  by  incentives  for  sourcing  there,  increased  as  a  share  of 
total  production.  Only  the  growth  of  the  large  U.S.  market  prevented  worker  dislocation 
in  the  U.S.  In  the  1980s,  when  U.S.  market  growth  faded,  the  U.S.  deficit  in  auto  trade 
with  Canada  mushroomed;  while  hundreds  of  thousands  of  American  workers  lost  their 
jobs,  employment  in  Canada  continued  expanding. 
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Because  the  growth  ot  U.S.  imports  from  Canada  was  due,  in  large  part,  to 
sourcing  decisions  made  by  U.S. -based  auto  companies,  we  have  become  aware  of  the 
ability  of  "Amehcan"  companies  to  adversely  affect  trade  and  employment.  As  a  result 
of  this  expenence,  during  the  U.S. -Canada  FTA  negotiations  we  argued  for  protections 
for  U.S.  automotive  production  equivalent  to  those  in  Canada.  The  Reagan 
Administration  rejected  our  proposals. 

In  recent  years,  we  have  witnessed  increased  production  and  investment  in 
Mexico  that  led  to  more  exports  to  the  U.S.  market.  While  growth  of  the  Mexican  market 
can  absorb  some  increase  in  capacity,  it  is  far  too  small  to  prevent  a  surge  of  imports 
into  this  country.  The  terms  of  the  NAFTA  will  encourage  further  investment  in  Mexico 
and  generate  greater  increases  in  shipments  to  the  U.S.  if  no  action  is  taken. 

Because  a  potentially  irreversible  shift  in  production  capacity  out  of  the  U.S. 
would  take  place  by  the  time  a  surge  in  imports  occurs,  the  conditions  that  would  lead  to 
the  surge  in  imports  must  be  addressed.  To  prevent  a  surge  of  automotive  imports  into 
the  U.S.  from  Mexico  and  Canada,  we  propose  that  the  Administration  negotiate  a 
supplemental  agreement  guaranteeing  that  the  U.S.  will  retain  a  minimum  share  of  total 
North  Amehcan  automotive  industry  produaion.  This  U.S.  standard  would  ensure  that 
the  remaining  local  production  incentives  in  Mexico  and  Canada  do  not  result  in 
relocating  production  there  at  the  expense  of  American  auto  workers.  Since  the 
governments  of  Mexico  and  Canada  have  chosen  and  followed  their  own  plans  for 
promoting  auto  production  for  many  years,  it  is  approphate  and  fair  for  the  U.S.  to  adopt 
its  own  approach.  If  there  is  growth  in  the  North  American  market,  it  should  be  shared 
fairly  among  the  three  countnes.  This  must  be  the  goal  of  integrating  the  auto  market  of 
the  region. 

The  meager  safeguard  provisions  in  the  Bush  negotiated  NAFTA,  the 
reimposition  of  tariffs,  would  not  have  a  significant  impact  on  the  investment  decisions  of 
the  auto  companies;  more  explicit  disincentives  to  moving  production  out  of  the  U.S.  are 
needed.  Establishing  a  minimum  production  share  for  the  U.S.  would  restrain 
companies  from  cutting  back  U.S.  production  capacity  and  adding  capacity  elsewhere  in 
North  America;  it  would  prevent  the  surge  in  imports  from  occurring. 

Import  surge  negotiations  that  bring  equity  to  the  auto  industry  policies  of  the 
U.S.,  Canada  and  Mexico  would  have  a  beneficial  impact  on  a  highly  productive 
American  industry.  We  hope  the  Subcommittee  will  examine  our  proposal  and  support 
its  inclusion  in  the  upcoming  negotiations. 

With  respect  to  worker  rights  and  standards,  the  UAW  has  been  pressing  for  the 
inclusion  of  worker  rights  provisions  in  the  GATT  for  decades.  We  have  done  so 
intensively  since  the  Uoiguay  Round  was  being  organized.  Similariy,  since  the  NAFTA 
negotiations  were  first  proposed,  the  UAW  has  placed  this  issue  among  those  that  must 
be  addressed  if  economic  integration  is  to  improve  wori^ers'  lives  and  raise  their  living 
standards.  We  believe  that  workers  in  the  U.S.,  Canada  and  Mexico  can  all  benefit  from 
negotiations  that  identify  worker  rights  and  minimum  labor  standards,  such  as  hours  of 
work,  minimum  wages,  and  safety  and  health  standards,  as  required  elements  of  fair 
and  mutually  beneficial  trade.  Violations  of  these  rights  and  standards  must  then  be 
subjected  to  trade  sanctions.  U.S.  trade  laws  have  incorporated  language  that  is 
instructive  for  these  negotiations.  Conventions  of  the  International  Labor  Organization 
(ILO),  the  recognized  authonty  on  international  worker  rights  and  standards,  have  been 
the  basis  for  this  language. 

There  can  be  no  distinction  between  countries  in  their  ability  or  obligation  to 
satisfy  the  ILO  standards  for  recognizing  the  rights  of  workers  to  freely  associate  with 
whomever  they  choose,  to  form  their  own  organizations,  to  affiliate  with  whatever 
organizations  they  choose,  to  organize  workers  into  their  organizations  and  to  bargain 
collectively  with  employers  without  interference  from  employers  or  governments.  All 
nations,  nch  or  poor,  have  the  same  obligation  to  recognize  and  satisfy  these  worker 
rights. 

Because  of  differing  histories,  nations  can  differ  in  the  precise  manner  in  which 
these  rights  are  implemented  and  guaranteed,  but  workers  must  be  assured  they  can  be 
effectively  exercised,  in  the  context  of  NAFTA,  wori<ers  in  each  of  the  three  countries 
must  be  confident  that  all  workers  in  the  trade  preference  area  can  fully  depend  on  the 
availability  of  these  rights.  National  differences  between  the  U.S.,  Canada  and  Mexico 
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in  the  way  these  rights  are  implemented  and  enforced  need  not  be  eliminated,  but  each 
country's  administrative  and  legal  processes  must  be  satisfactory  to  workers  in  all  three 
countries. 

During  the  course  of  the  supplemental  negotiations,  workers  and  their  unions 
must  be  actively  consulted  by  their  government  in  each  country.  The  point  of  such 
participation  in  the  negotiating  process  is  to  ensure  that  any  supplemental  agreement 
satisfies  all  workers  and  that  the  government  and  employers  in  all  three  countries 
cannot  Interfere  with  the  internal  choices  of  workers  and  unions. 

The  objective  for  the  discussion  of  labor  standard  issues,  such  as  minimum 
wages  and  safety  and  health  standards,  must  be  to  raise  them  to  the  highest  level 
among  the  NAFTA  countries,  not  to  harmonize  them  at  the  lowest  common 
denominator.  A  timetable  for  reaching  the  toughest  standard  must  also  be  set.  Once 
reached,  these  standards  must  become  minimum  levels  that  can  be  improved  upon. 
Over  time,  a  labor  commission  should  expand  the  number  of  standards  covered  by  this 
process  until  all  labor  standards  are  included.  The  UAW  has  prepared  a  paper  on 
appropnate  NAFTA  standards  for  health  and  safety  protections  that  we  can  share  with 
the  Subcommittee. 

The  issue  of  minimum  wages  is  of  particular  interest  to  the  UAW.  The  huge 
wage  disparity  between  the  U.S.  and  Mexico  must  be  substantially  narrowed.  With  the 
inflation-adjusted  value  of  wages  in  both  Mexico  and  the  U.S.  lower  than  in  the  past, 
there  is  a  senous  need  for  creating  upward  pressure  on  wage  levels  so  workers' 
incomes  will  grow  and  economic  development  strategies  based  on  higher  wages  can  be 
pursued.  Both  countries  must  assess  their  minimum  wage-setting  mechanisms  to 
reflect  the  need  to  expand  workers'  buying  power  and  for  the  minimum  wage  to  increase 
overtime. 

We  propose  that  the  enforcement  mechanism  for  labor  rights  and  standards  be 
modeled  on  the  NAFTA  enforcement  mechanism  for  intellectual  property  rights  in  the 
three  countnes.  These  NAFTA  provisions  require  incorporation  of  equivalent  standards 
of  protection  for  intellectual  property  rights  in  the  U.S.,  Canada  and  Mexico.  Labor 
rights  must  be  equally  guaranteed  to  be  equivalent  in  each  country.  If  a  violation  of  the 
rights  or  standards  occurs,  workers  and  their  representatives  in  any  affected  NAFTA 
country  must  have  the  nght  to  initiate  and  intervene  in  the  appropriate  fomm  in  their  own 
country  or  in  the  country  where  the  violation  took  place.  Goods  produced  under 
conditions  that  violate  the  labor  agreement  and  are  shipped  to  another  NAFTA  country 
should  be  stopped  at  the  border  and  prevented  from  entering  by  local  authorities. 

Under  such  an  enforcement  mechanism,  the  worker  rights  and  standards 
included  in  a  labor  agreement  would  have  the  same  protections  as  intellectual  property 
rights  obtained  under  the  Bush  negotiated  NAFTA.  The  use  of  trade  sanctions,  then,  is 
essential  to  giving  workers  the  same  assurance  as  property  owners  that  economic 
integration  will  not  weaken  their  ability  to  promote  their  own  economic  interests. 

We  understand  that  there  will  be  costs  incurred  in  meeting  the  higher  labor 
standards  endorsed  here  and  in  making  certain  that  they  are  implemented  through 
inspections  and  other  means.  It  is  useless,  though,  to  have  tough  standards  on  the 
books  if  they  are  not  vigorously  enforced  by  the  national  authorities  with  the  mandate  to 
enforce  them.  To  provide  any  additional  funds  that  may  be  needed  for  this  task,  a  tax 
on  the  trade  and  investment  that  is  generated  by  the  NAFTA  is  the  best  and  most 
appropriate  source  of  that  funding. 

In  conclusion,  Mr.  Chairman,  we  appreciate  your  holding  this  hearing  on  the 
NAFTA  supplemental  negotiations.  The  issues  they  are  to  address  are  very  important 
to  American  wort<ers.  We  look  forward  to  working  with  you  other  members  of  the 
Subcommittee  as  you  consider  NAFTA  and  these  supplemental  talks.  Thank  you. 
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Chairman  GIBBONS,  Thank  you,  Owen. 
Mr.  Wynn. 

STATEMENT  OF  WILLIAM  H.  WYNN,  INTERNATIONAL  PRESI- 
DENT, UNITED  FOOD  &  COMMERCIAL  WORKERS  INTER- 
NATIONAL UNION,  ACCOMPANIED  BY  LESLIE  NULTY,  AS- 
SISTANT TO  THE  DIRECTOR,  DEPARTMENT  OF  PUBLIC  AF- 
FAIRS 

Mr.  Wynn.  Mr.  Chairman,  my  name  is  WilHam  H.  Wynn,  and  I 
am  president  of  the  United  Food  &  Commercial  Workers  Inter- 
national Union.  Thank  you  for  the  opportunity  to  testify  before 
your  committee  today  on  a  topic  of  great  concern  to  our  members 
on  the  proposed  North  American  Free  Trade  Agreement. 

Our  1.3  million  members  live  and  work  in  all  50  of  these  United 
States  and  all  provinces  of  Canada.  Most  of  our  members  work  in 
the  private  sector,  principally  in  the  food  industry. 

In  the  United  States,  the  food  industry,  as  a  whole,  has  been  one 
of  our  more  robust  manufacturing  sectors,  and  this  will  be  the  first 
time  in  history  that  food  processing  will  be  directly  affected  by  a 
trade  agreement. 

In  Canada,  our  members  have  already  experienced  the  ill-effects 
of  economic  dislocations  caused  by  the  United  States-Canada  Free- 
Trade  Agreement. 

We  are  hopeful  that  the  Clinton  administration  understands  that 
the  NAFTA  needs  to  be  changed  substantially  because  of  its  prob- 
able impact  on  the  domestic  economy. 

We  believe  that  Mexico  and  Canada  negotiated  on  the  basis  of 
NAFTA  impacts  on  their  economies,  and  it  is  time  that  we  did  the 
same.  In  this  regard,  it  is  very  important  that  this  committee  take 
note  of  the  fact  that  one  of  NAFTA's  strongest  advocates,  the  Insti- 
tute for  International  Economics,  has  recently  admitted  that 
NAFTA  will  not  be  an  effective  engine  for  high-wage,  high-skilled 
job  growth,  the  path  that  the  Clinton  Administration  has  laid  out 
for  our  economy.  Indeed,  they  found  that  NAFTA  could  well  lead 
to  a  net  reduction  in  jobs  over  the  long  run,  although  they  chose 
not  to  publish  those  findings. 

As  a  member  of  the  Labor  Advisory  Committee  on  Trade,  the 
FCW  has  been  regularly  briefed  by  the  NAFTA  negotiators.  I  am 
here  today  because  all  of  the  studies  we  reviewed,  all  the  briefings 
we  have  been  given,  all  of  the  suggestions  that  have  been  ignored, 
along  with  our  careful  reading  of  the  NAFTA  text  itself,  suggest  to 
us  that  this  agreement  is  fundamentally  flawed  in  many  of  its  de- 
tails. 

Many  of  these  cannot  be  fixed  by  supplemental  agreements,  but 
we  welcome  today's  opportunity  to  present  specific  areas  that  need 
to  be  remedied  in  the  current  draft  or  which  are  missing  entirely 
from  the  agreement. 

In  response  to  this  committee's  request,  we  have  submitted  a  de- 
tailed statement  in  this  regard.  In  this  brief  statement,  I  would 
like  to  highlight  just  a  few  of  these  by  way  of  example. 

One  of  the  changes  in  the  NAFTA  text  that  is  an  absolute  neces- 
sity is  a  supplemental  agreement  which  addresses  labor  rights  and 
standards  and  contains  an  effective  enforcement  mechanism.  The 
real  privilege  in  trade  agreements,  in  U.S.  negotiations,  is  access 
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to  the  lucrative  U.S.  market.  That  is  the  prize  that  must  denied  to 
violators.  This  is  recognized  in  the  tough  enforcement  powers  that 
NAFTA  uses  to  prevent  violations  of  intellectual  property  rights.  I 
believe  that  if  that  approach  is  good  enough  for  the  owners  of  cap- 
ital, it  is  good  enough  for  workers. 

That  is  also  why  labor  unions  must  have  standing  to  bring  trade 
actions.  We  want  to  see  impoundment  of  goods  at  the  border  and 
prompt  denial  of  market  access,  once  a  labor  rights  or  standard  vio- 
lation trade  complaint  has  been  lodged. 

On  the  question  of  food  safety,  NAFTA  language  must  affirma- 
tively move  all  parties  up  to  the  highest  common  standard,  not 
make  it  possible  to  slip  by  with  the  lowest.  As  it  stands  now,  the 
legal  language  in  NAFTA's  food  safety  provisions  provide  a  back- 
door to  greater  deregulation. 

Our  experience  with  the  Canadian  free  trade  agreement  provides 
a  clear  example  of  the  danger  in  this  area.  In  applying  the  free 
trade  agreements  with  Canada,  the  Bush  administration  tried  to 
loosen  meat  inspection  at  the  border  on  the  grounds  that  inspection 
was  inconsistent  with  free  trade.  The  result  was  more  tainted 
meat.  That  problem  got  caught  and  stopped  before  damage  was 
done.  But  inspection  resources  are  fewer  on  our  southern  border, 
and  Mexico's  are  fewer  still. 

Before  the  Clinton  administration  or  this  Congress  signs  off  on 
any  NAFTA,  we  would  hope  you  will  think  about  the  families  who 
have  already  suffered  as  a  result  of  current  deficiencies  in  our  meat 
inspection  system  and  not  allow  a  trade  agreement  to  make  mat- 
ters worse. 

In  addition,  we  want  to  see  much  greater  reciprocity  in  market 
access,  in  safeguard  provisions  for  specific  goods.  As  it  stands  now, 
NAFTA  is  a  very  effective  vehicle  for  the  transfer  of  capital  and 
technology.  In  order  to  assure  the  safety  of  United  States  investors 
in  Mexico,  our  negotiators  gave  away  all  kinds  of  fundamental 
tools,  such  as  voluntary  restraint  agreements  for  meat  products, 
that  enables  a  nation  to  craft  trade  policies  in  harmony  with  do- 
mestic goals.  These  need  to  be  restored. 

In  closing,  I  want  to  stress  that  our  concerns  are  not  narrow  or 
parochial.  We  are  convinced  that  the  current  NAFTA  text  is  not  a 
good  deal  for  Mexican  workers  or  Mexican  communities,  and  we  do 
not  want  to  put  things  right  for  us  at  their  expense. 

We  firmly  believe  that  the  United  States  does  have  a  vital  inter- 
est in  upgrading  the  Mexican  economy  and  in  the  continuing  devel- 
opment of  the  Mexican  society. 

President  Clinton  has  said  that  we  can  and  must  do  better.  The 
UFCW  believes  this.  I  urge  you  to  study  our  detailed  statement.  I 
will  be  happy  to  discuss  any  and  all  of  our  recommendations  with 
you  and  to  answer  any  questions.  And,  Mr.  Chairman,  thank  you 
for  your  attention. 

[The  prepared  statement  follows:] 
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Mr.  Chairman,  my  name  is  William  H.  Wynn  and  I  am  President  of  the  United  Food  and 
Commercial  Workers  International  Union.  Thank  you  for  the  opportunity  to  testify  before  your 
committee. 

The  United  Food  and  Commercial  Workers  is  pleased  to  participate  in  Congress'  efforts 
to  review  carefully  the  proposed  North  American  Free  Trade  Agreement.  As  an  experienced  negotiating 
party,  we  know  all  too  well  that  in  any  negotiated  agreement,  the  devil  is  in  the  details.  We  are  delighted 
that  the  Trade  Subcommittee  is  beginning  its  review  process  early,  because  we  believe  the  agreement 
before  us  will  not  withstand  the  scrutiny  it  properly  deserves. 

The  United  Food  and  Commercial  Workers  International  Union  has  carefully  monitored 
the  negotiating  process  and  the  substantive  details  of  the  Bush  Administration's  North  American  Free 
Trade  Agreement.  We  are  members  of  the  U.S.  Department  of  Labor's  Labor  Advisory  Committee  on 
Trade  and  the  AFL-CIO's  Working  Group  on  Trade  Adjustment  Assistance.  As  such,  we  have  had  many 
opportunities  to  offer  our  comments  and  to  have  them  summarily  rejected  by  our  negotiators.  We  are 
hopeful  that  a  new  Administration  can  do  substantially  better.   The  voters  deserve  it. 

The  UFCW  represents  1.3  million  workers  in  every  state  of  the  United  States  (including 
Puerto  Rico)  and  every  province  of  Canada.  Most  of  our  members  work  in  the  private  sector,  making 
the  UFCW  one  of  the  largest  private  sector  unions  in  the  United  States  today.  Eighty  percent  of  our 
members  work  in  the  retail  and  food  manufacturing  industries.  Throughout  the  1980s,  when  U.S. 
manufacturing  employment  and  the  communities  it  supported  were  declining,  employment  grew  in  food 
manufacturing,  and  continued  to  grow  even  during  the  recent  recession.  Yet  we  are  here  today  to  express 
our  concern  that  the  agreement  signed  by  the  previous  Administration  with  the  Mulroney  and  Salinas 
governments  of  Canada  and  Mexico,  seriously  threatens  these  industries. 

Our  concerns  go  well  beyond  the  employment  and  income  of  workers  in  our  industries. 
We  are  convinced  that  this  is  a  bad  deal  for  our  country  -  that  the  interests  of  the  majority  have  been 
sacrificed  for  the  interests  of  a  select  and  already  privileged  minority.  We  are  also  convinced  that  the 
proposed  agreement  will  not  accomplish  what  needs  to  be  done  to  improve  basic  living  and  working 
standards  in  Mexico,  an  objective  important  in  any  agreement  of  this  sort. 

The  UFCW  has  additional  interests  in  NAFTA.  Because  the  food  industry  is  the  locus 
of  employment  for  the  vast  majority  of  our  members,  the  UFCW  has  a  special  concern  for  food  safety 
issues.  We  chair  the  Safe  Food  Coalition,  whose  members  consist  of  the  major  consumer  safety  groups 
in  this  nation.  We  are  also  a  co-founder  and  executive  committee  member  of  the  Citizens  Trade 
Campaign  —  a  broad-based  coalition  of  consumer,  environmental,  labor,  farm,  religious  and  other 
organizations  actively  working  to  ensure  that  trade  agreements  such  as  NAFTA  and  GATT  respect  the 
public  interest  in  the  areas  of  consumer  safety,  the  environment  and  jobs. 

We  hope  and  trust  that  the  issues  we  raise  today  are  specifically  remedied  in  the  text  and 
supplemental  agreements  developed  by  the  Clinton  Administration. 

Our  concerns  can  be  summarized  as  follows: 

••  NAFTA  should  be  understood  as  a  particular  "deal"  negotiated  by  two  Administrations,  Bush  and 
Salinas,  with  very  special  economic  and  political  objectives,  objectives  which  do  not  necessarily 
reflect  the  majority  of  public  opinion  in  either  country. 

**  Some  of  NAFTA's  most  important  provisions  have  nothing  to  do  with  trade  per  se.  That  is 
because  NAFTA's  principal  function  is  to  give  the  largest  U.S.  firms  a  secure  opportunity  to 
invest  in  Mexico,  to  use  it  as  an  export  platform  back  to  the  U.S.  The  best  terms  have  been 
negotiated  for  finance  and  insurance  interests;   the  welfare  of  numerous  other  sectors  has  been 
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negotiated  away,  in  order  to  secure  a  deal  quickly.  NAFTA  also  provides  a  back  door  to  de- 
regulation of  areas  such  as  food  safety  and  environmental  standards,  that  the  Bush  Administration 
could  not  accomplish  directly,  for  to  do  so  it  would  have  had  to  overcome  the  opposition  of  the 
U.S.  Congress,  which  it  knew  would  not  be  possible. 

**  UFCW  members  have  been  relatively  unaffected  by  U.S.  trade  policy  up  to  now.  NAFTA  will 
create  dislocation  in  virtually  every  UFCW  industry. 

**  NAFTA  is  a  radical  social  experiment  that  has  never  been  tried  before:  when  the  European 
Community  admitted  the  poorer  countries  of  Southern  Europe  (Greece,  Spain  and  Portugal)  and 
Ireland,  the  EEC  found  it  necessary  and  advisable  not  to  rely  on  trade  alone  to  accomplish 
economic  and  social  objectives.  Trade  policy  was  only  one  element,  along  with  regulatory 
policy,  social  and  political  policy,  and  the  provision  of  funds  to  facilitate  development,  adjustment 
and  restructuring. 

•*  Any  acceptable  agreement  will  have  to  have  substantial  changes  made  to  the  existing  text,  along 
with  the  integration  of  acceptable  supplemental  accords  on  labor  and  the  environment. 

NAFTA  IS  THE  PRODUCT  OF  A  PARTICULAR  ADMINISTRATION  WFTH  A  PARTICULAR 
VIEW  OF  THE  ROLE  OF  TRADE.  AS  SUCH,  A  GREAT  DEAL  OF  NAFTA'S  PROVISIONS 
ARE  PRIMARILY  CONCERNED  WFTH  PROTECTING  THE  RIGHTS  OF  INVESTORS;  TRADE 
IN  GOODS  IS  NOT  THE  DOMINANT  CONCERN. 

NAFTA  is  much  more  than  a  trade  agreement.  Some  of  the  most  important  provisions 
have  nothing  to  do  with  trade  in  goods.  These  include,  providing  the  right  of  100  percent  foreign-owned 
investment  in  Mexico,  protection  for  foreign  investors  in  host  countries,  opening  up  previously  prohibited 
sectors  to  foreign  investment,  requiring  Mexico  to  conform  to  U.S.  law  regarding  "intellectual  property" 
rights  (copyright  and  patent  law)  and  providing  severe  trade  remedies  for  failure  to  comply,  and  changes 
in  environmental  and  public  health  regulatory  procedures  (including  food  safety). 

These  provisions  were  very  important  to  Bush  Administration  trade  negotiators  and  so 
trade-offs  were  frequently  made  regarding  trade  in  goods,  in  order  to  obtain  these  other  rights  (some 
examples  of  Mexico  and  Canada  getting  tougher  protection  than  the  U.S.  in  areas  important  to  the  UFCW 
are  described  below).  The  relative  importance  of  these  issues  in  NAFTA  is  illustrated  in  Article  102, 
"Objectives",  which  makes  explicit  mention  of  the  security  of  investment  and  protection  and  enforcement 
of  intellectual  property  rights,  but  says  nothing  about  environmental  or  labor  standards. 

Negotiators  for  the  Bush  Administration  specifically  rejected  the  principle  that  any 
provisions  governing  labor  or  environmental  standards  be  included  in  the  agreement,  even  though  an 
agreement  of  this  kind  between  such  disparate  economies  and  societies  has  never  before  been  negotiated. 
When  the  European  Economic  Community  decided  to  admit  a  group  of  much  poorer  countries  to  their 
free  trade  area,  they  implemented  a  much  more  extensive  program. 

By  way  of  comparison,  when  Ireland,  Portugal,  Spain  and  Greece  joined  the  European 
Economic  Community,  their  per  capita  incomes  were  roughly  one-quarter  of  the  rest  of  the  EEC.  The 
Mexico-U.S.  ratio  is  one-tenth.  Before  they  could  join  the  EEC,  those  countries  had  well-established 
diverse  democracies  with  independent  labor  movements,  in  contrast  to  the  state-control  traditions  of 
Mexico.  Indeed,  their  accession  to  the  EEC  was  delayed  until  the  stability  of  acceptable  political  systems 
was  well-established  in  those  countries.  These  countries  were  required  to  institute  and  solidify  the 
democratization  of  their  govenmients  and  political  life,  and  to  commit  themselves  to  a  program  of 
upgrading  their  labor  and  environmental  standards  to  EEC  levels.  The  EEC  also  created  special  social 
funds  to  assist  in  their  economic  and  social  development.  In  1992  alone,  $23  billion  was  approximated 
for  this  purpose.  In  short,  increased  economic  integration  between  these  poorer  neighbors  and  the  rest 
of  the  EEC  did  not  rely  solely  on  trade  relations,  but  has  been  accompanied  by  an  extensive  and 
continuing  program  extending  from  the  political  to  the  domestic  and  social  policy  areas.  It  is  the 
continuing  presence  of  these  programs  that  truly  assures  continuing  economic  development  and  growth 
in  the  poorer  countries  of  Europe.  The  European  Economic  Community  recognized  that  trade  alone  is 
insufficient  to  guarantee  development  and  the  elimination  of  poverty.  Why  should  we  believe  any 
different  in  this  hemisphere,  particularly  when  the  experience  to  date  shows  that  when  trade  grows  very 
quickly,  poverty  and  pollution  can  increase  just  as  quickly,  if  not  faster? 
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The  UFCW  is  encouraged  by  President  Clinton's  decision  to  seek  major  changes  in  the 
North  American  Free  Trade  Agreement  as  expressed  in  his  campaign  speech  delivered  on  October  4, 
1992,.  For  the  first  time  the  executive  branch  will  be  analyzing  trade  agreements  through  the  prism  of 
domestic  policy  consequences.  This  approach  is  something  that  should  be  welcomed  by  all,  since  it  is 
the  perspective  used  by  all  our  trading  partners,  including  Canada  and  Mexico. 

In  October,  then-Governor  Clinton  reminded  us: 

"As  we  move  toward  free  trade,  we  must  always  remember  why  we're  doing  it  -  to  help 
the  working  men  and  women  of  America... In  a  Clinton  administration,  we  will  approach 
trade  and  every  other  issue  with  a  single-minded  focus,  to  do  what  is  best  for  ordinary 
Americans  who  are  willing  to  work  hard  to  get  ahead. 

We  hope  and  urge  that  Congress  will  keep  this  at  the  forefront  as  you  evaluate  the  agreement. 

President  Clinton  has  told  us  that  he  expects  to  be  able  to  create  supplements  that  correct 
the  deficiencies  of  Bush's  document.  He  said,  "I  will  not  sign  legislation  implementing  the  North 
American  Free  trade  Agreement  until  we  have  reached  additional  agreements  to  protect  America's  vital 
interests."   We  urge  Congress  to  take  the  same  approach. 


MEXICAN  DEVELOPMENT  STRATEGY  AND  THE  NAFTA 

NAFTA  has  to  be  evaluated  in  the  context  of  the  particular  development  strategy  that 
Mexico  has  adopted.  That  strategy  is  based  on  attracting  private  foreign  investment  in  high-growth  high- 
technology  content  sectors  for  the  purpose  of  serving  export  markets.  A  vast  majority  of  recent  U.S. 
direct  investment  in  Mexico  is  for  export-oriented  production,  targeted  for  the  U.S.  market. 

The  Mexican  government's  development  model  is  also  based  on  an  explicit  policy  of 
concentrating  the  gains  from  growth  in  a  narrow  segment  of  Mexican  society.  The  Salinas  government 
has  deliberately  kept  wages  down  for  the  vast  majority  of  Mexican  workers.  It  has  been  estimated  that 
average  real  wages  in  Mexico  have  declined  50  percent  since  1982.  This  has  been  accomplished  through 
the  use  of  force  and  intimidation  and  through  govenmient  control  of  the  principal  bargaining  agents,  (see 
Journal  of  Commerce,  February  28,  1992,  "Prominent  Union  Leader  Arrested  in  Midst  of  Contract 
Negotiations"). 

If  Mexico  were  pursuing  a  development  strategy  based  on  widening  and  deepening  its  own 
market  by  disseminating  the  gains  from  growth,  and  if  a  preponderance  of  new  investment  in  Mexico 
were  targeted  at  the  Mexican  domestic  market,  NAFTA  negotiations  and  our  critique  of  them,  might  have 
a  very  different  character. 

Unfortunately,  this  is  not  the  case. 

NAFTA    MUST    BE   EVALUATED    IN   THE    CONTEXT    OF   RECENT   U.S.    ECONOMIC 
PERFORMANCE  AND  CONDITIONS 

As  we  consider  the  concerns  of  working  families,  it  is  necessary  for  us  to  place  their 
legitimate  fears  about  NAFTA  in  a  proper  economic  context. 

The  sad  fact  is  that  our  economy  is  behaving  very  poorly  in  its  ability  to  provide  jobs  at 
adequate  income  levels.  The  current  recovery  has  the  worst  job  creation  performance  of  any  economic 
rebound  since  the  end  of  World  War  n,  despite  robust  export  performance.  For  each  increment  of 
economic  improvement,  fewer  jobs  are  being  provided,  and  those  are  at  lower  earnings  than  the  jobs  lost 
during  economic  contraction.  This  structural  problem  should  make  us  extremely  cautious  in 
evaluating  the  claims  of  those  who  assert  that  exports  to  Mexico  resulting  from  NAFTA  will  more 
than  compensate  for  jobs  lost  as  a  result  of  investment  shifting  south  of  the  border. 

Last  year,  very  reluctantly,  former  Secretary  of  Labor  Lynn  Martin  admitted  that  150,000 
jobs  could  be  lost  as  a  result  of  a  NAFTA.  That  certainly  sounded  the  alarm  bells  for  working  men  and 
women  whose  jobs  are  at  stake.  Like  other  forecasts  of  job  losses  offset  by  job  gains  elsewhere  in  the 
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economy,  the  former  Secretary's  assumption  that  workers  who  lose  those  jobs  would  somehow  move  on 
to  higher-skill,  higher  paying  employment  opportunities  is  unsupported  by  recent  economic  experience. 

According  to  the  Bureau  of  Labor  Statistics,  during  the  decade  of  the  1980's 
manufacturing  jobs  declined  from  21  million  to  19  million.  When  unemployed  manufacturing  workers 
finally  found  other  jobs,  they  were  forced  to  take  a  10  percent  pay  cut  in  their  real  weekly  earnings. 
Others  were  not  so  lucky.  Significant  numbers  of  workers  failed  to  find  a  job  for  five  years  after  their 
initial  displacement.  Approximately  one-half  left  the  labor  force  entirely,  (see  Podgursky,  Michael. 
"Estimated  Losses  Due  to  Job  Displacement:  Evidence  from  the  Displaced  Worker  Surveys."  Paper 
prepared  for  the  Economic  Policy  Institute,  Washington,  D.C.,  April  1991) 

The  average  working  family  has  started  this  "brave  new  decade"  from  a  very  low  base 
of  economic  support  and  that  is  the  basis  from  which  we  have  to  consider  this  agreement. 

It  is  important  to  note  that  in  the  debate  over  NAFTA-induced  job  loss,  both  sides  have 
always  agreed  that  NAFTA  would  cause  some  job  loss.  For  example.  The  Institute  for  International 
Economics  (HE)  has  calculated  that  NAFTA  "would  also  displace  324,000  jobs  in  the  United  States,  as 
imports  from  Mexico  replaced  products  made  less  efficiently  by  American  factories...."  (New  York 
Times.  February  22,  1993) 

However,  NAFTA  advocates  (such  as  the  HE)  have  consistently  argued  that  such  job 
losses  would  be  offset  by  other  employment  increases  spawned  by  this  historic  trade  agreement.  Yet 
according  to  a  recent  story  published  in  the  New  York  Times  even  the  authors  of  this  finding  have 
doubts: 

"The  two  most  influential  academic  experts  on  the  North  American  Free  Trade  Agreement,  whose 
forecasts  of  short-term  job  gains  were  heavily  cited  by  the  Bush  Administration  at  Congressional 
hearings  and  news  conferences  promoting  the  pact  last  year,  have  concluded  that  any  net  increase 
in  job  gains  would  evaporate  after  15  to  20  years. 

The  two  experts,  Gary  C.  Hufbauer  and  Jeffrey  J.  Schott,  who  are  both  senior  fellows  at 
the  Institute  for  International  Economics  here,  have  not  included  this  conclusion  in  their  new 
book  on  the  pact,  although  they  do  mention  that  the  short-term  gains  may  not  be 
permanent." 

("Trade  Pact  Job  Gains  Discounted,"  New  York  Times.  Feb.  22,  1993) 

Much  of  the  political  support  for  NAFTA  has  been  based  on  an  assumption  that  it  will 
somehow  be  an  engine  for  high-wage,  high-skilled  jobs.  Yet,  according  to  the  Department  of  Labor,  over 
21  million  of  the  new  non-farm  jobs  which  are  expected  to  be  created  by  the  year  2005  are  in  low-wage 
occupations.  Jobs  such  as  nurses  aides  and  janitors  are  among  the  low-paying  jobs  that  comprise  nine 
out  of  ten  of  the  largest  currently  foreseen  employment  growth  opportunities.  Qearly,  high  wage  jobs  - 
-  in  the  context  of  our  recent  economic  policies  -  are  not  expected  to  materialize,  based  on  current 
projections. 

If  this  is  true,  then  one  has  to  ask  what  is  it  about  a  NAFTA  that  will  somehow  inject  into 
our  economy  high-wage,  high  skill  jobs  to  replace  those  manufacturing  jobs  that  will  surely  be  lost  if 
current  trends  continue?  The  answer  is  absolutely  nothing!  This  argument  that  NAFTA  will  promote 
high-wage,  high  skill  jobs  is  a  myth. 

In  his  most  recent  work  published  by  the  Institute  for  International  Economics  entitled 
NAFTA:  An  Assessment.  Mr.  Hufbauer  states,  "...[Tlhere  is  no  overall  tendency  for  U.S.  exports  to 
Mexico  to  support  high-skilled  U.S.  jobs...." 

Many  of  the  claims  that  our  working  families  will  reap  benefits  from  NAFTA  are 
generally  flawed  because  they  rely  on  fundamentally  unsound  assumptions:  a)  full  employment  (e.g.  the 
International  Trade  Conmiission  analysis  of  NAFTA;  b)  or  no  net  investment  shift  from  the  United  States 
to  Mexico,  e.g.  the  Institute  for  International  Economics).  They  assume  perfect  markets  in  which  supply 
always  equals  demand,  and  everyone  who  loses  a  job  finds  one  immediately  in  another  industry.  Or,  or 
they  assume  a  priori  that  Mexico  and  the  United  States  will  both  benefit  from  an  upsurge  of  U.S. 
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investment  in  Mexico.    (See  EPI  report  entitled  "The  Effect  of  George  Bush's  NAFTA  On  American 
Workers:   Ladder  Up  or  Ladder  Down",  October  5,  1992) 

NAFTA  advocates  postulate  that  under  the  theory  of  "comparative  advantage"  Mexico 
has  a  comparative  advantage  in  agricultural  goods,  low-technology  and  labor  intensive  manufacturing. 
The  U.S.  has  a  comparative  advantage  in  capital-intensive  products  (such  as  envelopes).  Therefore,  the 
theory  says  that  we  can  trade  our  envelopes  to  Mexico,  for  example,  and  they  can  trade  anything  in  labor 
intensive  manufacturing,  to  us,  and  we  both  go  home  happy.    So,  the  theory  goes. 

Yet,  the  experience  of  the  last  decade  offers  a  striking  contrast  in  theory.  In  the  1980s 
the  United  States  not  only  lost  low-wage  low-skill  jobs  to  Mexico,  it  also  experienced  a  deterioration  in 
its  high-wage,  high  skill  base. 

A  recent  study  by  the  Economic  Policy  Institute  is  instructive.  According  to  the  authors 
of  the  report  entitled  "Manufacturing  Employment  In  North  America:   Where  the  Jobs  Have  Gone": 

"About  three-quarters  of  the  manufacturing  jobs  which  have  moved  [to  Mexico  in  the  period 
studied,  1986-89]  have  been  in  the  electronics  and  motor  vehicle  industries,  in  which  wages  are 
either  close  to  average  or  well  above  average. "  (EPI,  Robert  Blecker  and  William  Spriggs,  July 
24,  1992) 

In  fact,  60  percent  of  the  work  in  the  Maquiladoras  is  in  high-tech,  high-skill  sectors  - 
electronics  and  transportation  equipment  -  as  corporations  employing  state  of  the  art  robotics  and  other 
advanced  manufacturing  equipment  take  advantage  of  cheap  labor  and  lax  environmental  and  worker 
safety  standards.  (See  Gregory  K  Schoepfle,  "U.S. -Mexico  Free  Trade  Agreement:  The  Macquilazation 
of  Mexico?",  Bureau  of  International  Affairs  mimeo,  U.S.  Department  of  Labor,  April  18,  1990) 

NAFTA  advocates  also  claim  that  as  Mexican  productivity  grows,  Mexican  wages  will 
increase  thereby  off-setting  any  advantage  in  terms  of  wage  costs. 

This  is  also  contradicted  by  the  Blecker  and  Spriggs  report  cited  above.  The  authors  of 
the  report  state: 

"Although  Mexican  productivity  has  come  closer  and  closer  to  American  productivity  levels  in 
these  industries  [automobiles  and  electronics]  Mexican  wages  have  remained  far  lower.  Thus, 
Mexico  has  acquired  an  enormous  competitive  advantage  in  unit  labor  costs  (wages  relative  to 
productivity)."   (see,  Blecker  and  Spriggs,  above) 

In  addition,  a  University  of  California  study  found  that  workers  in  a  Mexican  automobile 
plant  whose  productivity  had  risen  to  80  percent  of  U.S.  levels  were  still  paid  at  wages  reaching  only  6 
percent  that  of  the  United  States,  (cited  by  Walter  Russell  Mead  in  "The  Low-Wage  Challenge  to  Global 
Growth:  The  Labor  Cost-Productivity  Imbalance  in  Newly  Industrialized  Countries",  EPI,  1991) 

NAFTA  advocates  believe  that  NAFTA  can  be  a  good  deal  for  workers,  based  on  the 
assumption  that  Mexico  will  continue  to  import  large  amounts  of  capital  equipment  from  the  United 
States.  However,  this  relies  on  the  further  assumption  that  Mexico  will  not  progress  to  the  point  where 
they  can  upgrade  their  capital  and  technological  base  and  export  the  very  goods  produced  as  a  result  of 
the  export  of  capital  equipment  from  the  United  States.  This  is  important  because  despite  the 
macroeconomic  reports  cited  by  supporters  of  NAFTA  that  there  will  not  be  a  net  loss  of  jobs  to  Mexico 
or  downward  pressure  on  wages  in  the  United  States,  employer  polling  (as  well  as  other  economic 
studies)  reveals  exactly  the  opposite. 

The  Wall  Street  Journal's  own  survey  of  business  executives  demonstrated  what  every 
working  person  in  this  country  already  suspected.  One  quarter  of  the  455  U.S.  business  executives  polled 
freely  admitted  that  they  will  use  NAFTA  to  bargain  down  wages.  Forty  percent  suted  that  they  are 
likely  to  shift  some  portion  of  production  to  Mexico  if  Congress  passes  implementing  legislation  for  a 
NAFTA.  (WSJ,  September  24,  1992) 

The  mechanisms  by  which  NAFTA  will  undermine  employment,  earnings,  labor  and 
environmental  standards  are  embedded  in  the  specifics  of  the  agreement.  Additions  alone,  to  the  existing 
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agreement,  will  have  a  hard  time  reaching  these  concerns.   By  way  of  illustration,  NAFTA's  treatment 
of  the  industries  where  UFCW  members  are  employed,  clearly  illustrates  how  this  will  work. 

NAFTA's  BENEFITS  FOR  U.S.-BASED  AGRICULTURE  AND  FOOD  PRODUCTION  HAVE 
BEEN  OVERSTATED.  IN  FACT,  SIGNIFICANT  DISPLACEMENT  IS  EXTREMELY  LIKELY. 

Northern  Mexico  has  benefitted  from  a  shift  of  fresh  and  frozen  vegetable  production 
from  California's  Central  Valley.  High-tech  U.S.  food  processors  have  exported  their  vegetable  growing 
know-how  and  U.S.  jobs  to  irrigated  areas  in  northern  Mexico  and  assisted  local  fanners  in  supplying 
produce  to  the  U.S.  In  some  cases,  produce  is  shipped  from  Mexican  farms  to  wholesalers  on  the  U.S. 
side  of  the  border  who  re-pack  the  goods  so  that  their  origin  carmot  be  determined  once  they  reach  the 
supermarket.  This  technology  transfer  process  that  has  been  so  successful  for  fresh  produce  is  likely  to 
operate  for  other  food  sectors,  meat  processing  in  particular. 

With  respect  to  beef,  poultry  and  pork,  we  are  very  concerned  that  NAFTA  will 
encourage  future  meat  exports  from  Mexico  to  the  United  States.  Today,  Mexico  is  a  net  exporter  of 
feeder  cattle  to  the  United  States.  At  present,  pork  and  poultry  products  cannot  be  exported  to  the  U.S. 
from  Mexico  except  in  heat-processed  form  because  of  the  presence  of  swine  influenza  and  Newcastle 
disease  among  chickens.  This  situation  is  likely  to  change  significantly  as  U.S.  multinationals  bring  their 
expertise,  along  with  their  investment,  to  Mexico. 

The  high  cost  of  feed  grain  has  been  a  major  barrier  to  the  expansion  and  development 
of  a  modem  livestock  sector  in  Mexico.  The  major  contribution  of  NAFTA  in  changing  the  economics 
of  the  livestock  and  meat  trade  is  the  elimination  of  current  Mexican  quotas  and  tariffs  on  imports  of  feed 
grains  from  the  United  States.  To  conclude  this  deal  Mexico  eliminated  its  prohibition  on  importing  com, 
oats,  and  barley  for  animal  feed.  This  represents  a  revolutionary  change  in  Mexican  agricultural  policy, 
allowing  the  import  of  relatively  cheap  grain.  Once  Mexico  frees  up  the  import  of  grain,  it  will  make 
sense  to  raise  livestock  and  slaughter  it  in  Mexico  for  export  to  the  United  States.  The  specifics 
negotiated  in  NAFTA  put  all  the  elements  in  place  to  make  this  happen: 

FIRST:  NAFTA  eliminates  the  import  quotas  provided  for  in  the  U.S.  Meat  Import  Act.  The 
U.S.  has  not  negotiated  any  safeguard  protection  for  any  of  our  meat  sectors,  although  Mexico  and 
Canada  retained  safeguard  protection  for  pork,  poultry,  eggs,  and  dairy  products.  In  fact,  NAFTA 
includes  a  specific  commitment  that  the  parties  shall  not  seek  "a  voluntary  restraint 
agreement... with  respect  to  the  exportation  of  meat." 

In  other  sectors,  such  as  autos  and  steel,  the  U.S.  has  found  such  voluntary  restraint  agreements 
to  be  extremely  helpful  in  stabilizing  industries  and  permitting  them  to  move  forward,  when  they  came 
under  pressure  from  surging  imports.  In  this  agreement,  the  U.S.  has  explicitly  given  up  the  use  of  this 
tool,  specifically  for  meat. 

SECOND:  NAFTA  provides  an  important  guarantee  for  the  security  of  foreign  investment  in 
Mexico.  This  eliminates  the  most  important  barrier  to  U.S.  firms  investing  in  production  capacity  in 
Mexico  -  namely  fear  of  expropriation  and  being  treated  as  "second  class"  business  citizens. 

THIRD:  As  already  mentioned,  NAFTA's  liberalization  of  exports  of  feedgrains  to  Mexico,  and 
the  end  of  Mexico's  prohibition  on  the  feeding  of  com  to  livestock  is  a  critical  factor.  With  this  barrier 
removed,  other  economic  forces  -  labor  costs  and  productivity  -  come  in  to  play. 

FOURTH:  In  the  meat  and  poultry  industries,  after  the  cost  of  livestock  itself,  production  labor 
is  the  single  most  important  cost  of  production.  The  unit  cost  is  a  combination  of  hourly  labor  cost  plus 
productivity. 

U.S.  wages  and  benefits  are  likely  to  be  at  least  ten  times  greater  than  in  Mexico.  Conclusive 
figures  are  hard  to  come  by  in  this  area,  given  changing  exchange  rates,  differing  compensation  packages 
in  the  two  countries,  and  proprietors'  and  managers'  caution  in  divulging  information  in  this  area. 
However  surveys  in  other  sectors  report  differentials  as  high  as  16:1.  At  present  productivity  is  lower 
in  Mexican  packing  plants  than  in  the  United  States.  However,  as  direct  foreign  investment  increases, 
so  will  productivity.  The  Mexican  government  has  instituted  an  on-going  program  of  consolidation  and 
modernization  in  the  meat  sector  and  is  actively  soliciting  U.S.  joint  venture  partners  to  bring  U.S. 
knowledge  and  technology  to  Mexico,  not  only  to  increase  production  for  the  Mexican  domestic 
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market  but  with  a  determined  view  to  export  to  the  United  States.  This  will  contribute  to  a 
substantial  labor  cost  advantage  for  meatpacking  in  Mexico.  This  is  illustrated  by  the  fact  that  Mexico 
agreed  to  eliminate  immediately  all  tariffs  on  imports  of  breeding  stock,  but  retained  10  years  of 
protection  on  meat  and  meat  products. 

FIFTH:  Another  factor  which  is  key  to  increased  Mexican  exports  of  meat  to  the  United  States 
is  the  land  transport  provisions.  At  present,  land  transport  costs  from  feedlots  and  packing  plants  in 
Northern  Mexico  which  may  be  as  much  as  500  miles  south  of  the  border  limit  exports  to  some  extent. 
However,  the  NAFTA  permits  Mexican  drivers  and  trucking  companies  to  drive  from  the  point  of  origin 
in  Mexico  to  their  destinations  in  the  U.S.  and  Canada  under  Mexican  wages  and  labor  laws.  This  will 
permit  delivery  at  substantially  lower  cost  than  if  goods  were  trucked  by  U.S.  operators  or  had  to  change 
carriers  at  the  border  as  is  now  the  case. 

SIXTH:  The  current  negotiated  text  is  likely  to  affect  workers  in  the  meat  and  poultry  industry 
in  yet  another  way.  The  important  breakthrough  in  opening  Mexico  to  U.S.  and  Canadian  grain  exports 
is  widely  recognized  as  likely  to  displace  substantial  numbers  of  subsistence  farmers,  particularly  in 
Mexico's  northern  states.  Estimates  of  the  total  numbers  likely  to  be  displaced  run  as  high  as  5  million 
people,  since  the  imports  are  coming  on  the  heels  of  the  reform  of  the  ejido  land  tenure  system,  which 
is  also  likely  to  move  people  off  the  land.  Even  the  most  optimistic  estimates  of  increased  employment 
in  Mexico's  modem  livestock  sector  and  fruit  and  vegetable  processing  sectors  agree  that  these  sectors 
will  be  able  to  absorb  only  a  fraction  of  the  displaced  workers.  Combined  with  wage  differentials,  the 
pressure  to  emigrate  to  the  U.S.  legally  or  illegally,  will  grow. 

According  to  the  Institute  For  International  Economics'  latest  report  on  NAFTA  (cited  above) 
there  will  be  continuing  pressure  in  ftiture  years  for  increased  immigration.  The  authors  state: 

"Over  three  or  four  decades.  Mexican  per  capita  income  [assuming  NAFTA]  might  reach 
half  the  U.S.  level,  and  this  gain  would  substantially  ease  and  perhaps  even  eliminate 
pressures  within  Mexico  to  emigrate." 

This  is  significant  because  another  of  the  myths  under  which  NAFTA  has  been  cloaked  is  that 
it  will  somehow  lead  in  the  short  order  to  lower  immigration  from  Mexico  to  the  United  States.  Now, 
we  are  told  that  this  is  not  so. 

Why  does  this  particular  point  concern  the  UFCW? 

In  recent  years  increased  hiring  of  immigrants  in  the  meat  and  poultry  sectors  is  widely 
recognized  to  have  played  an  important  part  in  holding  down  production  workers'  earnings  in  these 
industries.  (A  three-part  series  in  Meat  &  Poultry  Magazine.  "No  Way  Up?",  August,  September, 
October  1992,  by  Steve  Bjerklie,  provides  in-depth  detail  of  the  creation  of  a  large  rural  immigrant 
population  of  working  poor,  heavily  dependent  on  public  services  and  subsidies,  by  major  U.S.  meat  and 
poultry  firms,  many  relying  on  the  H-2b  visa  program). 


NAFTA  Will  Not  Significantly  Increase  U.S.  Meat  Exports 

NAFTA  has  been  portrayed  as  a  boon  to  the  U.S.  because  it  reduces  barriers  to  increased  exports 
to  Mexico.  This,  in  turn,  is  supposed  to  lead  to  increased  jobs  and  incomes  in  U.S.  export  enterprises. 
With  respect  to  the  meat  and  livestock  sectors  however,  this  argument  misleads  and  misstates  the  likely 
results. 

FIRST:  Mexico  is  not  likely  to  be  a  dynamic  market  for  meat  because  its  market  is  small,  as  a 
result  of  the  country's  low  income  levels.  Mexican  per  capita  consumption  of  beef,pork  and  poultry  is 
roughly  one  fifth  that  of  the  United  States;  total  consumption  is  about  6%  of  the  U.S.  market,  most  of 
it  supplied  domestically. 

SECOND:  Under  NAFTA,  Mexico  retains  considerable  protection  for  pork,  and  poultry  for  ten 
years,  which  will  be  ample  time  for  it  to  develop  its  own  production  capacity,  a  process  that  is  already 
well  under  way.  The  tariff-quota  trigger  level  for  frozen  chickens  for  example  is  equivalent  to  roughly 
one-third  of  U.S.  chicken  exports  (38,725  metric  tons  of  chicken  meat)  to  Mexico  in  1990.  That  level 
will  be  allowed  to  increase  only  3  percent  annually. 
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Mexico  has  maintained  safeguard  and  tariff  and  quota  protection  on  dairy  products,  as  well  as 
poultry  and  pork.  Canada  maintains  protection  on  poultry  products.  In  comparison  (as  noted  above)  the 
United  States  has  insulated  Mexico  from  the  reach  of  the  U.S.  Meat  Import  Act,  and  has  relinquished  the 
opportunity  to  seek  voluntary  restraint  agreements. 

THIRD:  Another  potential  limiting  factor  on  Mexico  as  an  export  market  is  that  Mexico  has 
access  to  competing  low-cost  grain  and  meat  products  from  Oiile,  Argentina,  and  Australia.  Mexico  has 
already  concluded  a  separate  free-trade  agreement  with  Chile,  and  is  reportedly  working  on  one  with 
Argentina. 

THE  TROUBLED  U.S.  FOOD  SAFETY  SYSTEM  IS  IMPERILED  BY  SEVERAL  NAFTA 
PROVISIONS 

In  our  view  the  current  NAFTA  text  embodies  an  attempt  by  the  previous  Administration  to 
create  a  backdoor  means  of  deregulation  in  the  area  of  food  safety.  Through  NAFTA  the  Bush 
Administration  attempted  to  accomplish  through  international  trade  agreements  what  it  had  been  unable 
to  achieve  through  this  nation's  democratic  procedure. 

Even  NAFTA  supporters  such  as  Gary  Hufbauer  of  the  Institute  for  International  Economics 
believe  that  NAFTA  could  pose  problems  in  this  area.  In  his  latest  critique  of  the  NAFTA  Mr.  Hufbauer 
writes  "Even  in  the  NAFTA,  however,  a  few  issues  remain  vague,  particularly  those  relating  to  the  use 
of  harmful  pesticides." 

The  United  States  has  a  highly  developed  and  well-established  system  for  assuring  the 
safety  and  purity  of  its  food  supply.  Part  of  this  system  is  a  clear  and  rigorous  set  of  procedures  for 
developing  and  implementing  food  safety  regulations,  in  which  the  principal  criterion  is  the  protection 
of  public  health.  Trade  agreements  should  reflect  this,  at  bottom,  by  ensuring  that  international  standards 
are  "floors"  and  not  "ceilings."  There  must  be  written  into  agreements  -  such  as  NAFTA  and  the  General 
Agreement  on  Tariffs  and  Trade  (GATT)  -a  regime  that  encourages  countries  to  enact  legislation  as 
necessary  to  ensure  the  protection  of  public  health.   NAFTA  fails  to  do  this. 

In  fact,  several  NAFTA  provisions  regarding  food  safety  standards  threaten  to  undermine 
current  U.S.  law  and  practice. 

Under  the  current  agreement  terms,  federal,  state,  and  local  domestic  standards  which 
are  more  protective  than  the  international  standards  accepted  by  NAFTA  are  forced  to  climb  substantial 
hurdles  in  order  to  avoid  being  declared  illegal  barriers  to  trade. 

The  two  chapters  of  NAFTA  dealing  with  Sanitary  and  Phytosanitary  (Food  Safety) 
Measures  (Chapter  7,  Subchapter  B)  and  Technical  Barriers  to  Trade:  Standards  Related  Measures 
(Chapter  9)  include  several  provisions  to  which  the  UFCW  objects. 

FIRST:  NAFTA  language  requires  the  standard  setting  process  to  take  trade  impact  into  account. 
To  the  UFCW  and  others  this  suggests  that  we  are  to  adopt  a  lower  common  denominator  in  terms  of 
protection  of  public  health.  We  believe  that  this  is  an  unwise  and  unnecessary  provision  that  will  subtly 
deemphasize  the  need  for  public  safety  when  weighed  against  its  effects  on  trade. 

The  United  States  has  never  had  a  policy  of  requiring  that  public  health  regulations,  such 
as  sanitary  and  phytosanitary  measures,  be  required  to  take  into  account  trade  consequences,  let  alone  that 
such  consequences  could  force  a  revision  or  retraction  of  such  standards.  Nor  has  there  ever  been  a  role 
for  international  trade  or  international  relations  agencies  in  this  kind  of  standard-setting  process.  In 
effect,  this  gives  foreign  countries  and  U.S.  government  agencies  that  deal  with  international  trade  or 
international  relations,  substantial  potential  influence  over  the  U.S.  regulatory  process,  as  it  applies  to 
public  health. 

The  standards  named  in  NAFTA  that  are  unambiguously  acceptable  are  those  of  the  Codex 
Alimentarius,  a  Rome-based  body  whose  standards  are  less  strict  than  U.S.  standards.  For  example,  the 
U.S.  prohibits  the  use  of  DDT,  aldrin,  dieldrin  and  other  highly  toxic  chemicals.  Codex  does  not.  The 
U.S.  bans  the  use  of  any  carcinogen  as  a  food  additive.  Codex  does  not.  Under  the  Delaney  Clause  of 
the  Federal  Food,  Drug  and  Cosmetic  Act,  no  cancer  causing  pesticide,  color  or  flavor  can  be  added  to 
processed  foods. 
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SECOND:  Another  provision  in  NAFTA  could,  for  example,  allow  U.S.  chemical 
manufacturers  that  have  not  been  able  to  obtain  regulatory  approval  for  certain  products  for  distribution 
in  the  United  States,  to  sell  those  same  products  in  Mexico  for  use  on  food  exported  back  to  the  United 
States  during  the  extensive  review  period. 

THIRD:  NAFTA  is  potentially  problematic  in  other  ways.  It  may  interfere  with  the 
standard-setting  process  by  permitting  U.S.  agencies,  without  any  provision  for  review  or  challenge  by 
outside  domestic  parties,  to  certify  or  agree  to  accept  Canada's  or  Mexico's  testing  and  evaluation 
methods. 

This  is  particularly  worrisome,  because  Mexico  has  no  laboratories  capable  of  doing  the 
kind  of  residue  testing  on  food  products  that  is  standard  practice  in  the  United  States.  Moreover,  it  has 
little  or  no  personnel  or  technological  infrastructure  to  reach  an  adequate  level  in  the  foreseeable  future, 
particularly  given  the  expected  rapid  expansion  of  traded  goods.  Indeed,  Mexico's  public  investment  in 
agricultural  research  and  technology  decline  by  80  percent  in  real  terms  between  1980  and  1988. 

Even  on  the  U.S.  side,  border  testing  facilities  are  already  overburdened. 

The  recent  experience  with  the  Canadian  Free  Trade  Agreement  (CFTA)  is  instructive. 
In  implementing  the  CFTA,  the  Bush  Administration  experimented  with  eliminating  the  border  inspection 
system  for  meat  shipments  and  relying  on  Canadian  inspection  methods.  It  was  forced  to  rescind  the 
experiment  when  tainted  and  otherwise  substandard  meat  was  discovered. 

For  the  NAFTA,  the  arguments  against  this  provision  are  even  more  compelling.  Mexico  has 
a  far  weaker  domestic  meat  inspection  infrastructure,  while  the  United  States'  inspection  capacity  is  more 
fragile  in  the  southern  border  compared  to  that  on  its  northern  border. 

Recent  unfortunate  events  have  highlighted  problems  in  our  own  system.  Rapidly 
increasing  imports  from  a  third  world  country  with  far  fewer  resources  will  complicate  matters  even 
more. 

FOURTH:  NAFTA  permits  a  U.S.  agency  to  allow  the  import  of  food  containing  residues 
of  substances  for  which  no  U.S.  standard  exists,  and  no  public  comment  has  been  solicited  pending 
agency  review  of  those  substance^^ith  a  view  toward  standard-setting.  This  also  imposes  a  competitive 
disadvantage  to  products  marketed  directly  for  U.S.  consumption  as  opposed  to  products  imported  from 
Mexico  or  Canada.  NAFTA  states: 

FIFTH:  NAFTA  contains  a  catch-all  section  in  its  Annex  20004  on  "Nullification  and 
Impairment"  which  could  subject  consumer  safety  or  environmental  laws  or  standards  not  addressed  in 
the  NAFTA  to  challenge,  even  if  they  are  consistent  with  NAFTA  principles.  The  NAFTA  language 
states  that  if: 

"...any  Party  considers  that  any  benefit  it  could  reasonably  have  expected  to  accrue  to 
it  is  being  nullified  or  impaired  as  a  result  of  the  application  of  any  measure  that  is  not  inconsistent  with 
this  agreement,  the  Party  may  have  recourse  to  dispute  settlement..." 


DEMOCRATIC  PROCESS 

The  UFCW  strongly  believes  that  the  NAFTA  dispute-resolution  processes  needs  to  be  rewritten 
to  reflect  the  concerns  addressed  in  the  section  related  to  food  safety  (see  points  five  and  six,  above,  in 
the  food  safety  section  of  this  testimony).  Also  revision  is  needed  in  the  following  illustrative  areas: 

FIRST:  Under  Chapter  19  of  NAFTA  non-governmental  entities  appear  to  be  excluded  from  the 
process.  Thus,  they  may  not  participate  in  the  defense  of  any  U.S.  law  that  may  be  challenged.  What 
this  means  in  the  area  of  labor  rights  is  that  unions  are  not  granted  standing  to  file  claims  relating  to  their 
industries.  This  is  unacceptable. 

SECOND:  Chapter  19  grants  binational  panels  final  review  over  U.S.  courts  relative  to  anti- 
dumping or  countervailing  duty  claims.  This  raises  profound  questions  that  go  to  the  heart  of  our  system 
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of  government.     The  UFCW  believes  that  ultimate  authority  in  this  area  should  rest  with  U.S.  courts, 
not  with  international  bodies. 

THIRD:  The  dispute  resolution  procedure  is  fraught  with  secrecy.  There  is  no  public  access  to 
documents  until  the  issuance  of  the  final  report,  but  only  if  all  parties  agreement.  (Aimex  1903.2,  para. 
4,  page  19-19). 


INTERNATIONAL  LABOR  RIGHTS  AND  STANDARDS  AND  ENVIRONMENTAL  STANDARDS 
MUST  BE  AN  INTEGRAL  PART  OF  ANY  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

Given  that  capital,  technology  and  know  how  are  highly  mobile,  any  integration  of 
economies  and  societies  as  different  as  Mexico  and  the  United  States  must  be  carefully  crafted  to  assure 
that  standards  are  raised  and  not  lowered  in  the  process. 

With  regard  to  the  protection  of  intellectual  property  rights  and  foreign  direct  investment, 
NAFTA  requires  Mexico  to  make  major  changes  in  its  laws  and  procedures  in  order  to  accommodate  the 
interests  of  the  United  States'  investors.  The  intellectual  property  section  provides  for  stopping  goods 
at  the  border  and  for  the  prosecution  of  domestic  violators.  We  expect  this  precedent  to  be  applied  to 
the  interests  of  Mexican,  Canadian  and  U.S.  workers,  and  of  the  natural  environment  in  all  three 
countries. 

In  contrast,  not  only  did  the  Bush  Administration  reject  this  route  outright,  it  went  so  far 
as  incorporating  language  from  the  Canadian  Free  Trade  Agreement  which  had  already  been  used  to  bring 
in  strikebreakers  to  thwart  U.S.  workers  legal  and  legitimate  right  to  improve  their  wages  and  working 
conditions.  Specifically,  NAFTA  accepts  Mexican  certification  of  health  professionals  as  did  the 
Canadian  FTA  for  Canadians.  Under  the  "Temporary  Entry  of  Business  Persons"  provision.  Chapter  16, 
Mexican  medical  personnel  are  eligible  for  visa-free  entry  to  the  U.S.  when  employed  by  a  Mexican 
enterprise  operating  in  the  United  States.  Under  NAFTA,  a  wide-range  of  professionals  are  classified 
as  "business  persons,"  including  registered  nurses.  Under  the  Canadian  FTA,  nurses  were  brought  in 
as  strikebreakers,  under  the  temporary  entry  provisions. 

Officials  in  the  Bush  Administration's  own  Department  of  Labor  had  submitted  language  to 
NAFTA  negotiators  to  deny  temporary  entry  status  where  a  firm  was  engaged  in  a  labor  dispute  in  the 
host  country.   This  recommendation  was  rejected  by  trade  negotiators. 


WE  CAN  DO  BETTER 

On  February  17,  1993  the  AFL-CIO's  Executive  Council  urged  that  NAFTA  include 
numerous  additional  principals  and  provisions.  We  support  that  statement  and  urge  you  to  review  it 
seriously.  Additionally,  the  UFCW  has  identified  fifteen  areas  that  we  want  to  see  the  Clinton 
Administration  address  and  remedy  and  I  attach  that  for  your  information. 

Thank  you  for  your  kind  attention. 
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WHAT  ISSUES  NEED  TO  BE  ADDRESSED  TO  IMPROVE  A  TRADE  AGREEMENT  WITH 
CANADA  AND  MEXICO 


1.  The  U.S.  should  maintain  protection  on  meat  and  meat  products  equivalent  to  what 
Canada  and  Mexico  have  negotiated  for  themselves. 

2.  Include  U.S.  livestock,  meat,  poultry  and  fish  products  under  safeguard  provisions,  to 
permit  tariff  or  quoU  protection  in  the  event  of  import  surges.  These  products  should  be  dealt  with 
explicitly  in  any  additional  agreement  on  import  surges  negotiated  by  the  Clinton  Administration. 

3.  Prohibit  imports  containing  residues  of  any  substance  for  which  there  is  no  U.S.  standard. 

4.  Require  that  all  internationally  traded  goods  bear  a  label  with  the  country  of  origin. 

5.  Delete  all  references  to  trade  effects  in  language  dealing  with  standard -setting,  preserving 
the  parties  rights  to  establish  standards  independent  of  trade  concerns.  Negotiate  language  that  preserves 
the  integrity  of  the  U.S.  standard  setting  process,  with  no  opportunities  for  imports  from  Canada,  Mexico 
or  any  other  signatories  to  by-pass  that  process. 

6.  Keep  Mexican  and  Canadian  sugar  exports  in  the  existing  sugar  import  quota  system. 

7.  Implementing  legislation  must  included  a  dedicated  source  of  revenue,  such  as  a  user  fee, 
to  permit  adequate  levels  and  quality  of  border  food  safety  inspection. 

8.  Prohibit  temporary  entry  of  business  persons  where  there  is  a  labor  dispute  in  effect. 

9.  Deny  market  access  where  production  or  sourcing  has  been  tranferred  over  the  border 
during  a  labor  dispute. 

10.  Prohibit  imports  into  the  U.S.  from  any  esublishment  where  a  labor  dispute  is  in  progress 
until  such  time  that  dispute  is  resolved. 

1 1 .  Require  transport  equipment  operators  working  outside  their  own  country,  to  be  paid  and 
to  work  under  conditions  conforming  to  the  laws  of  the  host  country. 

12.  Labor,  environmental  and  community  groups  should  have  the  right  to  initiate  trade  action 
under  the  agreement. 

13.  Allow  for  filing  of  a  trade  complaint  on  evidence  that  goods  or  services  are  being 
produced  or  traded  in  violation  of  a  specific  set  of  labor  rights  and  standards. 

14.  Use  the  language  in  NAFTA's  intellectual  property  rights  provision  that  embargoes  goods 
at  the  border  once  a  complaint  has  been  lodged,  pending  outcome  oi"  the  dispute  resolution  process. 

15.  Implementing  legislation  must  specify  a  dedicated  source  of  revenue  for  development 
assistance  to  Mexico  with  a  conunitment  from  Mexico  to  provide  matching  funds.  These  funds  should 
be  particularly  targeted  at  improving  Mexico's  technical  capacity  in  workplace  safety  and  health  including 
worker  training,  food  inspection,  environmental  protection  and  enforcement. 
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Chairman  Gibbons.  I  am  just  listening  to  you  and  listening  to 
those  bells  up  there  and  trying  to  figure  out  what  to  do. 

I  guess,  Mr.  Carey,  we  can  start  with  you.  I  am  not  sure  we  will 
be  able  to  finish  with  you,  though,  because  it  looks  like  we  have 
got  a  series  of  votes. 

Let  me  ask  my  colleagues:  What  do  you  all  want  to  do? 

Mr.  McNuLTY.  Mr.  Chairman,  we  have  a  15-minute  vote  and 
then  four  5-minute  votes  after  that. 

Chairman  Gibbons.  Four  5-minute  votes?  You  mean  four  10- 
minute  ones? 

Mr.  McNULTY.  Yes,  Mr.  Chairman. 

Chairman  Gibbons.  Well,  it  looks  like  it  would  be  at  least  2 
o'clock  before  we  get  back — roughly  that. 

Mr.  Carey,  we  will  start  with  you,  but  we  may  have  to  stop,  and 
we  will  just  see  what  happens  here. 

STATEMENT  OF  RON  CAREY,  GENERAL  PRESIDENT, 
INTERNATIONAL  BROTHERHOOD  OF  TEAMSTERS 

Mr.  Carey,  Thank  you.  I  will  try  to  make  it  as  brief  as  I  can. 
Thank  you  for  inviting  me  to  brief  you  on  our  concern  about  the 
North  American  Free  Trade  Agreement.  My  name  is  Ron  Carey, 
and  I  am  the  general  president  of  the  International  Brotherhood 
and  Sisterhood  of  Teamsters,  one  of  the  largest  unions  in  the  Unit- 
ed States,  representing  private  sector  workers. 

I  am  vitally  concerned  about  the  effect  that  this  proposed  trade 
agreement  would  have  on  our  members  and  all  working  people  in 
Ajnerica.  We  need  a  new  trade  agreement  that  will  indeed  put  peo- 
ple first. 

When  President  Clinton  spoke  to  our  national  legislative  con- 
ference last  May,  he  said  that  he  would  support  a  trade  agreement 
with  Mexico  only  if  it  would  require  that  Mexicans,  in  return  for 
increased  trade,  would  raise  their  labor  standards  and  raise  their 
environmental  standards.  That,  he  said,  would  protect  and  expand 
good  jobs  in  the  United  States  and  Mexico. 

The  President  and  Congress  are  working  on  an  economic  package 
to  create  good  jobs  and  get  this  country  moving  again.  But  NAFTA 
does  just  the  opposite.  It  would  accelerate  the  job  losses  that  we 
are  already  suffering  today.  Let  me  give  you  some  examples. 

In  1990,  Green  Giant  announced  that  it  was  moving  hundreds  of 
jobs  from  its  frozen  food  packaging  plant  in  Watsonville,  Calif,  to 
a  plant  in  Mexico.  The  U.S.  workers,  who  were  mainly  Hispanic 
women,  made  $7  per  hour  and  had  a  decent  health  and  pension 
coverage.  The  workers  doing  the  same  work  in  Mexico  made  $4  a 
day.  The  loss  of  those  jobs  not  only  hurt  those  workers  and  their 
families,  but  also  the  community,  the  local  economy,  and  the  tax 
base  which  supports  public  services. 

Losing  good  jobs  is  not  the  only  issue.  Teamster  families  in 
Rhode  Island  just  recently  were  threatened  by  Hasbro,  the  largest 
toy  company  in  the  world.  They  were  told:  Either  accept  a  12-hour 
workday,  a  new  hiring  wage  rate  of  less  than  half  the  normal  wage 
rate,  or  hundreds  of  jobs  would  be  moved  to  Mexico.  The  company 
had  $2  billion  in  sales  and  gave  its  top  six  executives  $9.6  million 
in  compensation.  The  threat  worked.  Hasbro  was  able  to  reduce  the 
standard  of  living  of  American  families  by  forcing  them  to  compete 
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with  $4-a-day  wages.  Our  union  also  represents  more  than  500,000 
workers  in  the  transportation  sector.  Many  truck  drivers  in  Mexico 
make  as  Uttle  as  $7  per  day.  In  contrast,  a  Teamster  driver  in  the 
United  States  earns  up  to  $17.16  per  hour — hard  won.  No  one  gets 
rich  on  that  kind  of  salary,  but  it  is  enough  to  let  a  family  purchase 
a  home,  buy  a  car  and  maybe,  just  maybe,  send  their  kids  to  col- 
lege. 

NAFTA  permits  companies  to  exploit  Mexican  drivers  to  move 
international  freight  now  hauled  by  American  drivers  who  receive 
a  decent  wage  rate.  That  means  that  Mexican  drivers  paid  $7  a  day 
will  be  able  to  drive  freight  to  Chicago,  New  York,  or  Detroit  that 
is  now  being  hauled  by  U.S.  drivers. 

Many  American  companies  are  already  forming  partnerships 
with  Mexican  firms  or  setting  up  Mexican  subsidiaries  to  take  ad- 
vantage of  this  provision  of  NAFTA.  As  many  as  250,000  good 
American  trucking  jobs  are  at  stake  and  will  be  lost  if  this  agree- 
ment goes  through. 

Our  members  are  concerned  about  their  jobs,  living  standards, 
and  about  highway  safety.  Our  members  go  through  extensive 
training  and  testing  in  order  to  qualify  for  a  commercial  driver's  li- 
cense. They  must  be  21  years  old.  They  must  be  covered  by  proper 
insurance.  They  must  know  how  to  handle  emergencies  involving 
hazardous  materials.  Their  hours  of  driving  in  a  week  are  limited 
to  reduce  the  dangers  caused  by  fatigue.  Mexico  does  not  have  the 
same  standards  or  the  same  degree  of  enforcement. 

We  urge  President  Clinton  to  start  new  negotiations  with  Mexico 
and  Canada  on  an  agreement  to  achieve  the  goal  of  raising  labor 
and  environmental  standards  in  Mexico,  instead  of  lowering  them 
here  in  the  United  States. 

Key  elements  of  a  fair  trade  agreement  are  spelled  out  in  my 
written  testimony.  Such  an  agreement  would  create  an  increased 
market  in  Mexico,  allowing  for  an  expansion  of  trade.  It  would  lead 
to  prosperity  and  security  for  working  people  on  both  sides  of  the 
border.  Our  union,  with  its  1.8  million  members  and  retirees  is  ac- 
tively supporting  a  fair  trade  agreement. 

Many  Ainericans,  as  we  travel  around  the  country,  are  very  con- 
cerned about  the  impact  that  NAFTA  would  have  on  their  commu- 
nities, on  their  jobs,  on  their  families,  on  their  futures.  In  just  the 
past  8  weeks,  we  have  collected  more  than  200,000 
TeamsterGrams,  which  are  signed  by  Teamster  members  and  ad- 
dressed to  the  President,  as  well  as  to  Congress.  They  support  a 
program  to  put  people  first,  including  action  on  fair  trade,  workers' 
rights,  national  health  insurance,  regulatory  reform,  and  new  eco- 
nomic investment  in  good  jobs. 

During  the  past  few  months,  we  have  been  working  with  other 
unions,  environmental  groups,  churches,  and  other  organizations  in 
an  all-out  effort  to  educate  the  public  about  the  dangers  of  NAFTA 
and  the  need  for  a  fair  trade  agreement. 

President  Clinton  and  Congress  have  a  golden  opportunity  to  cre- 
ate a  new  trade  policy  that  benefits  working  people  and  not  just 
special  interests.  We  will  do  everything  we  can  to  help  bring  that 
about. 

Thank  you  very  much  for  your  patience. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  RON  CAREY, 

GENERAL  PRESIDENT,  INTERNATIONAL  BROTHERHOOD  OF  TEAMSTERS 

ON  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

BEFORE  THE  SUBCOMMITTEE  ON  TRADE  OF  THE 

COMMITTEE  ON  WAYS  AND  MEANS  OF  THE  HOUSE  OF  REPRESENTATIVES 

March  11,  1993 

Mr.  Chairman: 

Thank  you  for  inviting  me  to  brief  you  on  our  concerns  about 
the  North  American  Free  Trade  Agreement.   My  name  is  Ron  Carey. 
I  am  General  President  of  the  International  Brotherhood  of 
Teamsters,  the  largest  union  in  the  Unites  States  representing 
private  sector  workers. 

I  am  vitally  concerned  about  the  effect  this  proposed  trade 
agreement  would  have  on  our  members  and  all  working  people  in 
North  America. 

NAFTA  was  negotiated  in  secrecy  by  three  administrations 
whose  goal  was  clearly  an  agreement  to  benefit  big  business. 

Well,  Bush  is  gone,  Mulroney  is  on  his  way  out,  and  Salinas 
has  only  one  more  year  to  go. 

It's  time  to  put  George  Bush's  NAFTA  behind  us,  and  develop 
a  fair  trade  agreement  designed  to  create  and  maintain  good  jobs, 
a  clean  environment,  and  public  safety.   We  need  a  new  trade 
agreement  that  will  "Put  People  First." 

When  President  Clinton  spoke  to  our  National  Legislative 
Conference  last  May,  he  said  that  he  would  support  a  trade 
agreement  with  Mexico  only  if  it  would  "require  the  Mexicans,  in 
return  for  increasing  trade,  to  raise  their  labor  standards  and 
raise  their  environmental  standards."   That,  he  said,  would 
protect  and  expand  good  jobs  in  the  U.S.  and  Mexico. 

This  agreement  does  not  meet  the  test  President  Clinton 
outlined  to  us.   It  would  not  improve  conditions  in  Mexico.   It 
would  make  it  easier  for  U.S.  companies  to  destroy  good  American 
jobs  and  exploit  Mexican  workers. 

The  President  and  the  Congress  are  working  on  an  economic 
package  to  create  good  jobs  and  get  this  country  moving  again. 
But  NAFTA  does  just  the  opposite.  It  would  accelerate  the  job 
losses  we  are  already  suffering.   Let  me  give  you  a  few  examples. 

In  1990,  Green  Giant  announced  that  it  was  moving  hundreds 
of  jobs  from  its  frozen  food  packing  plant  in  Watsonville, 
California,  to  a  plant  in  Mexico.   The  U.S.  workers,  who  were 
mainly  Hispanic  women,  made  $7  per  hour  and  had  decent  health 
coverage.   The  workers  doing  the  same  work  in  Mexico  made  $4  per 
day. 

The  loss  of  those  jobs  hurt  not  only  those  workers  and  their 
families,  but  also  the  community,  the  local  economy,  and  the  tax 
base  to  support  public  services. 

Losing  good  jobs  is  not  the  only  issue.  Teamster  families 
in  Rhode  Island  recently  were  threatened  by  Hasbro,  the  largest 
toy  company  in  the  world.  They  were  told  --  either  accept  a  12- 
hour  work  day  and  a  new-hiring  wage  rate  of  less  than  half  the 
normal  wage,  or  hundreds  of  jobs  will  be  moved  to  Mexico.  This 
threat  came  from  a  company  that  in  1991  had  $2  billion  in  sales 
and  gave  its  top  six  executives  $9.6  million  in  compensation. 

We  weren't  going  to  stand  for  that.   We  mounted  a  strong 
campaign,  and  were  able  to  limit  the  lengthening  of  the  work  day 
to  10  hours  and  to  reduce  the  cut  in  new  hire  pay.   But  the 
threat  worked.   Hasbro  was  able  to  reduce  the  standard  of  living 
of  American  families  by  forcing  them  to  "compete"  with  $4  per  day 
wages. 
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Our  union  also  represents  more  than  500,000  people  in  the 
transportation  sector. 

Many  truck  drivers  in  Mexico  make  as  little  as  $7  per  day. 
In  contrast,  a  Teamster  driver  in  the  United  States  earns  up  to 
$17. 16  per  hour.   No  one  gets  rich  on  that  salary,  but  it's 
enough  to  let  a  family  purchase  a  home,  buy  a  car,  and  maybe  send 
their  kids  to  college. 

NAFTA  permits  companies  to  exploit  Mexican  drivers  to  move 
international  freight  now  hauled  by  American  drivers  who  receive 
a  decent  wage.   That  means  that  Mexican  drivers  paid  $7  a  day 
will  be  able  to  drive  freight  to  Chicago,  New  York,  or  Detroit 
that  is  now  hauled  by  U.S.  drivers. 

Many  American  companies  are  already  forming  partnerships 
with  Mexican  firms  or  setting  up  Mexican  subsidiaries  to  take 
advantage  of  this  provision  of  NAFTA.   As  many  as  250,000  good 
American  trucking  jobs  are  at  stake,  and  will  be  lost  if  this 
agreement  goes  through. 

Our  members  are  concerned  about  their  jobs  and  living 
standards  —  and  about  highway  safety.   Our  members  go  through 
extensive  training  and  testing  in  order  to  qualify  for  a 
commercial  driver's  license.   They  must  be  21  years  old.   They 
must  be  covered  by  proper  insurance.   They  must  know  how  to 
handle  emergencies  involving  hazardous  materials.   They  are 
randomly  tested  for  drug  use.   Their  hours  of  driving  in  a  week 
are  limited  to  reduce  the  dangers  caused  by  fatigue. 

Mexico  does  not  have  the  same  standards,  or  the  same  degree 
of  enforcement. 

When  you  consider  the  threat  to  good  jobs  and  public  safety, 
I  think  you  can  see  why  we  believe  that  NAFTA  is  fatally  flawed, 
and  cannot  be  fixed  through  supplemental  agreements  on  labor  and 
environmental  issues. 

We  urge  President  Clinton  to  start  new  negotiations  with 
Mexico  and  Canada  on  an  agreement  to  achieve  his  goal  of  raising 
labor  and  environmental  standards  in  Mexico  instead  of  lowering 
them  here. 

Such  an  agreement  would  create  an  increased  market  in 
Mexico,  allowing  for  an  expansion  of  trade.   It  would  lead  to 
prosperity  and  security  for  working  people  on  both  sides  of  the 
border. 

Key  elements  of  a  fair  trade  agreement  would  include... 

*  Establishment  of  clear  minimum  standards  on  workplace 
health  and  safety,  non-discrimination,  child  labor,  forced  labor, 
and  wage  and  benefit  levels,  including  mechanisms  and  a  schedule 
for  closing  the  wage  gap  among  the  three  countries. 

*  Clear  protections  for  basic  workers'  rights,  including  the 
right  to  organize  and  bargain  collectively,  in  all  three 
countries.   This  must  include  the  international  freedom  of 
association,  so  that  workers  may  coordinate  their  organizing, 
collective  bargaining,  and  other  representational  activities  in 
any  way  they  find  appropriate,  without  restrictions  based  on 
national  boundaries. 

*  An  enforcement  process  that  denies  trade  rights  for 
violations  of  workers'  rights  or  labor  standards  and  that  does 
not  depend  solely  on  enforcement  by  each  country's  respective 
government . 
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*  A  requirement  that  temporary  entrants  be  paid  and  work 
under  conditions  prevailing  in  the  host  country,  and  that  they 
not  do  work  that  could  be  done  by  that  country's  workers. 

*  A  cross  border  transaction  tax  to  help  compensate  workers 
and  communities  harmed  by  the  ongoing  shift  of  corporate 
operations  to  Mexico. 

I  want  to  stress  that  we  do  not  support  any  effort  to 
increase  trade  adjustment  assistance  or  "retraining"  instead  of 
the  fair  trade  measures  described  above.   Instead  of  retraining 
people  for  non-existent  jobs,  we  should  be  preserving  the  good 
jobs  we  already  have  and  expanding  the  economy  on  that  base. 

Our  union,  with  its  1.8  million  members  and  retirees,  is 
actively  supporting  a  fair  trade  agreement. 

Last  fall,  we  conducted  a  fair  trade  caravan  through  the 
state  of  California.   In  a  six-week  period,  we  visited  more  than 
50  cities  and  towns.   The  caravan  stopped  at  workplaces,  shopping 
centers,  county  fairs,  and  other  places  where  people  gather.   We 
talked  with  people  about  the  "Economic  Earthquake"  coming  to 
California  if  NAFTA  passes.   And  we  found  that  many  people  are 
very  concerned  about  the  impact  that  NAFTA  could  have  on 
their  communities. 

In  just  the  past  eight  weeks,  we  have  collected  more  than 
200,000  "TeamsterGrams"  —  which  are  signed  by  Teamster  members 
and  addressed  to  President  Clinton  and  the  Congress.   They 
support  a  program  to  "put  people  first, "  including  action  on  fair 
trade,  workers'  rights,  national  health  insurance,  regulatory 
reform,  and  new  economic  investment  in  good  jobs. 

During  the  next  few  months,  we  will  be  working  with  other 
unions,  environmental  groups,  churches,  and  other  organizations 
in  an  all-out  effort  to  educate  the  public  about  the  dangers  of 
NAFTA  and  the  need  for  a  fair  trade  agreement  instead. 

President  Clinton  and  the  Congress  have  a  tremendous 
opportunity  to  create  a  new  trade  policy  that  benefits  working 
people  and  not  just  the  special  interests.   We  will  do  everything 
we  can  to  help  bring  that  about. 

Thank  you. 
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Chairman  Gibbons.  Thank  you,  Mr.  Carey.  And  I  want  to  thank 
all  those  who  have  testified  so  far  for  your  cooperation. 

I  think  the  best  wisdom  right  now  is  for  us  to  adjourn  and  to 
come  back  at  2. 

Now  for  those  members  of  this  panel  who  have  already  testified, 
I  do  not  have  any  questions  for  you.  I  want  to  thank  you  for  com- 
ing. I  do  not  know  if  any  of  the  other  members  have,  and  I  will 
just  leave  it  to  you.  If  you  want  to  stay  here  and  meet  them  when 
we  come  back  at  2:00,  that  is  fine.  If  you  would  like  to  be  excused 
now,  that  is  fine  also. 

So  let  us  recess  now  until  2  o'clock,  and  at  that  time  Mrs.  Ken- 
nelly  will  be  in  the  chair. 

Thank  you  very  much. 

[Whereupon,  at  1:13  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.] 

Mr.  McNuLTY  [presiding].  The  subcommittee  will  reconvene. 

I  want  to  thank  the  members  of  the  panel  for  their  patience,  as 
the  Members  have  gone  over  to  vote,  and  I  would  like  to  continue 
at  this  time  with  Mr.  Sheinkman. 

STATEMENT     OF     JACK     SHEINKMAN,     PRESIDENT,     AMAL- 
GAMATED CLOTfflNG  &  TEXTILE  WORKERS  UNION,  AFL-CIO 

Mr.  Sheinkman.  Thank  you.  Congressman  McNulty. 

My  name  is  Jack  Sheinkman.  I  am  the  president  of  the  Amal- 
gamated Clothing  &  Textile  Workers  Union.  I  want  to  indicate,  like 
my  colleagues  that  have  testified  before  me,  I  strongly  oppose  the 
NAFTA  as  it  currently  stands. 

In  many  ways,  we  recognize  the  occasion  of  a  trade  agreement 
as  an  opportunity  to  restructure  an  ongoing  economic  integration 
of  North  America  in  ways  that  help  arrest  and  reverse  the  decline 
in  living  standards  currently  suffered  by  so  many  workers  in  all 
three  countries. 

Today,  workers  in  the  United  States  are  at  a  level  in  real  terms 
where  they  were  some  20  years  ago.  In  Mexico,  real  wages  have 
been  cut  by  50  percent,  back  to  the  1972  level. 

Recently,  I  visited  Piedras  Negras,  a  free-trade  zone  across  the 
border  from  the  United  States.  I  talked  to  workers  in  our  industry, 
women  mostly  16  to  28.  They  described  to  me  that  they  have  to 
work  5.7  hours  to  earn  enough  money  to  pay  for  a  gallon  of  milk. 

I  visited  the  colonias,  where  you  have  open  sewers,  affluence 
from  the  factories  filling  the  holes  in  the  highways  and  the  streets 
there  and  children  playing  in  that  area. 

So  what  kind  of  an  agreement  are  we  going  to  have?  It  is  seri- 
ously unbalanced.  It  deals  primarily  with  trade  issues,  and  it  is 
crucially  silent  on  the  social  and  environmental  aspects. 

As  was  pointed  out  in  previous  testimony,  we  have  a  whole  chap- 
ter dealing  with  the  issue  of  intellectual  property  rights  that  sets 
out  in  great  detail  the  legal  procedures  to  be  followed. 

We  were  asked,  I  believe  by  you,  sir,  what  kind  of  impact  this 
would  have,  for  example,  on  the  workers  in  my  industry.  There  are 
some  950,000  workers  in  the  apparel  industry;  totally,  in  the  tex- 
tile and  apparel,  1,800,000,  probably  the  largest  manufacturing  in- 
dustry in  the  United  States.  The  majority  of  workers  in  this  indus- 
try are  women;  disproportionately,  minority  and  immigrant. 
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It  is  estimated  by  people  knowledgeable  in  our  industry  that  the 
impact  over  the  next  10  years  will  be  an  elimination  of  500,000 
jobs.  This  will  mean  that  of  these  people,  according  to  the  Labor 
Department  studies,  50  percent  of  the  people  have  been  displaced 
in  the  apparel  industry,  have  not  found  employment  elsewhere  and 
are  out  of  the  job  market.  They  can't  support  their  families  and 
have  no  hope  and  future  for  their  children. 

As  you  have  heard  from  previous  testimony,  many  workers  are 
faced  with  the  threat  of  loss  of  jobs  in  order  to  compete  with  impov- 
erished Mexican  workers. 

Between  1980  and  1989,  productivity  increased  in  Mexico  by  28 
percent.  Wages  fell  by  24  percent.  So  workers  in  those  industries 
in  Mexico  had  no  opportunity  to  gain  from  their  increased  produc- 
tivity. Wages  constitute  20  percent  of  the  value  added  in  Mexico  of 
apparel  goods  produced.  There  is  35  percent  in  the  United  States. 
Wages  have  to  move  up  and  claim  a  greater  part  of  that  value 
added. 

The  critical  question  is  will  we  move  to  a  higher  or  a  lower  level, 
and  as  has  been  testified  by  Congressman  Levin,  we  are  dealing 
with  an  integration  of  disparate  economies  that  have  never  taken 
place  heretofore  when  you  establish  a  free  trade  agreement. 

What  we  have  to  realize.  Congressman,  is  that  we  are  dealing 
with  a  common  labor  market  once  we  put  into  effect  a  free  trade 
agreement,  and  what  happens  in  one  part  of  that  labor  market  has 
to  have  an  impact  in  the  other.  So,  therefore,  we  have  to  address 
the  supplementary  issues  that  the  Clinton  administration  has  put 
on  the  table,  an  effective  mechanism  to  enforce  fundamental  work- 
er rights  and  harmonize  labor  standards  upward. 

For  example,  under  the  textile  and  apparel  portion  of  the  NAFTA 
agreement,  it  will  take  some  10  years  before  all  tariffs  are  elimi- 
nated. Why  can't  we  raise  the  minimum  wage  for  the  workers  in 
Mexico  over  that  10-year  period?  That  is  one  way  of  dealing  with 
harmonization  between  two  disparate  economies. 

Another  issue  is  we  need  this  aid  for  displaced  workers,  but  aid 
is  no  substitute  for  a  job,  security,  a  decent  life,  and  income.  We 
need,  likewise,  which  we  have  not  dealt  with  at  all — and  that  is  the 
issue  of  immigration.  What  happens  to  illegal  workers  in  the  Unit- 
ed States  who  have  no  job  protection?  They  are  subject  to  exploi- 
tation. 

I  favored,  many  years  ago  in  a  study  of  the  Economic  Policy 
Council  of  the  UNA,  which  I  cochair,  the  imposition  of  sanctions. 
I  think  now  those  sanctions  have  to  be  lifted  because  they  end  up 
discriminating  against  legal  Americans.  They  have  not  prevented 
the  exploitation  that  has  taken  place,  for  example,  in  my  City  of 
New  York,  where  you  have  child  labor,  Mexican  children  coming  up 
and  working  and  sending  money  back  home. 

What  I  am  saying  is  that  we  have  to  deal  with,  likewise,  making 
certain  that  workers  in  Mexico  can  petition  their  own  Government, 
which  they  can't  do  now  under  their  laws.  We  have  to  have  a 
means  of  an  international  tribunal  with  teeth  in  it,  which  means 
that  that  international  tribunal  can  enforce  sanctions,  can  enforce 
tariffs,  can  enforce  fines,  and  can  limit  goods  that  don't  meet  not 
only  labor  standards,  but  environmental  standards. 
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Without  these  changes,  we  are  going  to  find  ourselves  in  a  race 
to  the  bottom.  All  of  our  standards  from  both  countries,  all  three 
countries,  will  be  undermined. 

We  are  an  international  union.  Our  members  in  Canada  have 
lost  jobs  to  the  United  States  because  there  is  even  a  disparity 
there  between  the  standards  in  Canada  on  health  care  and  wages 
and  the  like,  where  Canadian  companies  have  moved  across  the 
border  as  a  way  station  on  their  way  to  Mexico. 

So  I  say  to  you  that  reform  has  to  take  place  in  the  areas  pro- 
posed by  this  administration  and  as  you  have  heard  today  from 
Ambassador  Kantor,  but  reforms  have  to  be  effectuated  not  by 
words  alone,  but  by  deed.  We  will  only  support  a  NAFTA  if  we  are 
confident  that  it  will  contribute  to  a  more  secure,  just,  and  sustain- 
able future  for  all  American  workers,  and  when  I  am  speaking 
about  American  workers,  I  am  not  only  talking  about  unionized 
workers.  I  am  talking  about  all  workers. 

Fifty-five  percent  of  the  GDP  of  the  United  States  comes  from 
wages.  Twenty  percent  of  GDP  in  Mexico  comes  from  wages.  And 
that  is  the  difference.  That  is  all  Americans,  and  I  am  talking 
about  our  country's  future,  not  just  my  members.  I  am  talking 
about  all  working  people  in  our  Nation. 

Thank  you,  sir. 

[The  prepared  statement  follows:] 
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TE8TZX0MY  OV  JACK  8HBINKNAM,  PRESIDENT,  XMALOAKXTBD  CLOTBINQ  AND 
TEXTILE  WORKERS  UNION,  ON  THE  StJPPLEMENTAI,  AGREEMENTS  TO  THE  NORTH 
AMERICAN  TREE  TRADE  AGREEMENT,  BEFORE  THE  80BC0NNZTTBE  ON  TRADE  OV 
THE  COMMITTEE  ON  WAYS  AND  MEANS  OF  THE  HOUSE  OF  REPRESENTATIVES 

March  11,  1993 

Thank  you  Chairman  Gibbons,  and  other  members  of  the 
committee,  for  this  opportunity  to  appear  and  present  the  views  of 
the  Amalgamated  Clothing  and  Textile  Workers  Union  (ACTWU)  on  the 
proposed  North  American  Free  Trade  Agreement  (NAFTA) ,  an  issue  of 
immense  importance  for  America  and  of  utmost  concern  to  all  working 
people. 

ACTWU  represents  nearly  a  quarter  million  workers  in  a  variety 
of  manufacturing  industries,  with  concentrations  in  men's  and  boys' 
apparel  and  textiles,  but  with  significant  concentrations  in  the 
auto  trim,  plastics,  medical  supplies  and  xerographic  industries  as 
well. 

Like  other  unions  from  which  you  have  heard,  ACTWU  is  strongly 
opposed  to  the  NAFTA  as  it  currently  stands.  Our  opposition  is  not 
based,  however,  on  our  aversion  to  trade  with  either  Mexico  or 
Canada.  Indeed  we  recognize  the  continuing  importance  of  both 
countries  as  U.S.  trading  partners. 

Neither  are  we  opposed  to  a  new  trade  agreement  with  Mexico 
and  Canada,  provided  it  is  well  designed  and  carefully  implemented. 
In  many  ways  we  recognize  the  occasion  of  a  trade  agreement  as  an 
opportunity  to  restructure  the  ongoing  economic  integration  of 
North  America  in  ways  that  help  arrest,  and  reverse,  the  decline  in 
living  standards  currently  suffered  by  so  many  workers  in  all  three 
countries. 

ACTWU  is  opposed  to  the  NAFTA  as  it  is  presently  structured, 
because  of  the  kind  of  agreement  it  is.  The  proposed  NAFTA  is 
seriously  unbalanced,  scrupulous  to  a  fault  in  its  treatment  of 
corporate  concerns  and  silent  on  crucial  social  and  environmental 
concerns.  To  cite  only  one  glaring  example:  NAFTA  contains  an 
entire  chapter  defending  intellectual  property  rights,  but  there  is 
not  a  word  anywhere  concerning  human  rights. 

If  implemented,  the  proposed  NAFTA  would  result  in  the  loss  of 
hundreds  of  thousands  of  jobs  in  the  U.S.  Economists  studying  the 
impact  of  NAFTA  often,  correctly,  identify  the  apparel  industry  as 
one  of  the  U.S.  industries  likely  to  suffer  the  greatest  losses. 
Abstracting  as  they  typically  do,  however,  from  investment 
diversion,  the  losses  they  project  even  in  the  apparel  industry  are 
modest . 

Industry  sources,  however,  paint  a  much  more  disturbing 
picture.  It  is  not  uncommon  to  hear  industry  strategists  project 
that  as  much  as  half  the  U.S.  apparel  industry  will  disappear  over 
the  next  ten  years  —  over  500,000  jobs  in  this  industry  alone  1 

Lot  me  remind  you  that  majority  of  workers  in  this  industry 
are  women,  disproportionately  minority  and  immigrant.  Their  pay  is 
modest  but  they  rely  on  these  jobs  to  support  their  families  and 
provide  some  hope  of  a  better  future  for  their  children.  Their 
geographical  immobility  and  relative  lack  of  formal  education  makes 
their  adjustment  to  job  loss  particularly  painful. 

In  addition  to  massive  job  loss,  wages  and  working  conditions 
will  decline  for  the  jobs  that  remain  as  U.S.  workers  are  forced 
under  the  threat  of  job  loss  to  compete  with  impoverished  Mexican 
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workers.  Keep  in  mind  that  average  wages  for  American  workers  have 
been  falling  since  1973  and  are  now  at  levels  not  seen  in  this 
country  in  over  a  quarter  century.  As  a  nation  we  cannot  afford  an 
agreement  that  aggravates  this  alarming  trend. 

Wages  and  working  conditions,  as  well  as  environmental 
standards,  will  certainly  converge  in  North  America  as  economic 
integration  proceeds.  The  critical  question  is  whether  they  will 
tend  to  converge  at  a  higher,  or  at  a  lower,  level.  Only  if 
standards  converge  toward  the  higher  levels  can  living  standards 
improve.  And  only  if  living  standards  improve,  can  we  expect  to 
become  the  free,  tolerant  and  peaceful  nation  that  America  has 
always  promised. 

The  proposed  NAFTA  ignores  entirely  the  enormous  social  and 
economic  disparities  among  the  countries  of  North  America,  and 
fails  to  provide  any  mechanism  to  defend  fundamental  worker  rights 
or  harmonize  upwards  social  and  environmental  standards.  It 
thereby  ensures  that  the  convergence  of  standards  will  be  downward, 
not  upward.  For  most  North  Americans,  the  proposed  NAFTA  promises 
only  to  aggravate  the  "race  to  the  bottom"  in  living  standards 
already  so  painfully  evident  in  North  America. 

We  can  do  better.  President  Clinton  noted  many  of  the  serious 
deficiencies  of  the  proposed  NAFTA  during  the  campaign  and  promised 
that  he  would  sign  implementing  legislation  only  when  these 
deficiencies  were  remedied  through  a  combination  of  domestic  policy 
changes  and  additional  agreements  with  Mexico  and  Canada. 

While  my  union  continues  to  believe  that  the  proposed  NAFTA  is 
fundamentally  flawed  and  must  be  re-negotiated  if  the  social  and 
environmental  dimensions  of  North  American  economic  integration  are 
to  be  adequately  addressed,  we  recognize  that  President  Clinton's 
position  provides  an  important  opportunity  to  significantly  improve 
the  agreement  In  particular  areas.  We  stand  prepared  to  work  with 
the  new  administration  and  the  congress  to  assure  that  meaningful 
improvements  are  made  to  the  NAFTA  In  these  supplementary 
agreements. 

In  our  view,  the  most  essential  areas  to  address  in  these 
supplementary  agreements  are:  (l)  an  effective  mechanism  to  enforce 
fundamental  worker  rights  and  harmonize  labor  standards  upward;  (2) 
adequate  adjustment  assistance  for  workers  displaced  as  a  result  of 
the  NAFTA;  and  (3)  reforms  to  assure  that  human  rights  of 
undocumented  Mexicans  living  the  U.S.  are  respected  and  greater 
Mexican/U.S.  cooperation  in  patrolling  our  common  border. 

Worker  Rights  and  Labor  Standards . 

Perhaps  the  most  difficult  challenge  posed  by  the  economic 
integration  of  countries  at  such  disparate  levels  of  economic  and 
social  development  as  those  of  Mexico,  on  the  one  hand,  and  the 
U.S.  and  Canada,  on  the  other,  is  assuring  that  fundamental  worker 
rights  are  enforced  and  that  labor  standards  are  harmonized 
upwards,  rather  than  downwards  as  economic  integration  deepens. 

Unless  properly  regulated,  the  increasing  international 
mobility  of  capital  in  North  America,  enhanced  by  the  trade  and 
investment  provisions  of  NAFTA,  combined  with  the  relative  scarcity 
of  jobs,  will  only  fuel  a  fierce  competition  among  workers  for  jobs 
in  which  effective  rights  and  standards  are  sacrificed  to  gain 
employment. 

This  destructive  competition  can  be  dealt  with  only  by 
measures  to  assure  enforceable  worker  rights  and  harmonize  labor 
standards  upward.  To  ensure  enforceable  worker  rights  — 
particularly  the  right  of  free  association  and  the  right  to 
organize  and  bargain  collectively  independently  of  employers  and 
the  government  —  workers  must  have  free  access  to  independent 
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national  courts  and  a  right  of  appeal  to  an  intarnational  tribunal 
created  for  this  purpose.  workers  who  suffer  competitive  injury 
from  the  abuse  of  worker  rights  in  other  NAFTA  countries  should 
have  standing  in  their  own  courts  or  in  an  international  tribunal. 

Such  an  international  body  must  be  independent  of  the 
governments  concerned  to  assure  that  worker  rights  are  not 
subordinated  to  political  concerns.  And  it  must  have  sufficient 
powers  to  impose  meaningful  penalties  for  violations,  including 
fines,  compensating  tariffs  and  other  trade  actions. 

In  addition  to  enforcing  worker  rights,  explicit  steps  must  be 
taken  to  harmonize  labor  standards  —  particularly  minimum  wages, 
maximum  hours,  and  health  and  safety  standards  —  at  the  highest 
levels  allowed  by  a  particular  country's  economic  development. 
Unless  wages  rise  along  with  increases  in  productivity,  workers 
will  not  share  in  the  benefits  of  trade;  development  will  remain 
unequal  and  unbalanced,  particularly  in  Mexico;  and  the  market  for 
goods  and  services  will  remain  constricted.  Furthermore,  there 
should  be  an  explicit  timetable  for  harmonization,  perhaps  by 
linking  the  period  of  harmonization  to  the  period  of 
liberalization. 

Whatever  gains  are  expected  to  result  from  the  implementation 
of  NAFTA,  they  will  also  be  attended  by  serious  costs  in  the  form 
of  lost  jobs,  broken  families  and  destroyed  communities  as  firms 
re-locate  plants  to  Mexico.  There  is  no  economic  or  moral 
justification  for  requiring  the  affected  workers  to  bear  these 
burdens  privately. 

Displaced  workers  should  be  entitled  to  compensation  for  their 
losses  and  assistance  finding  new  jobs.  They  need  job  placement 
and  re-location  assistance,  training  assistance,  income  support 
while  they  train,  and  health  insurance.  Workers  above  a  certain 
age  for  whom  training  is  not  meaningful  should  be  provided  "bridge 
benefits"  to  carry  them  to  retirement  age. 

Adjustment  assistance  is  certainly  no  substitute  for  a  secure 
job  paying  a  decent  wage.  But  adequately  funded  assistance  is 
required  as  a  matter  of  elementary  justice  and  as  a  fundamental 
feature  of  any  labor  market  adjustment  program. 

Contrary  to  the  claims  of  NAFTA  proponents,  undocumented 
immigrants  from  Mexico  will  continue  to  pour  into  the  U.S.,  with  or 
without  a  NAFTA.  If  anything,  undocumented  immigration  will 
accelerate  with  the  implementation  of  NAFTA,  particularly  in 
combination  with  the  Mexican  government's  program  to  privatize  the 
ejidos   on  which  millions  of  Mexican  families  still  live. 

We  must  negotiate  with  the  Mexican  government  a  more  effective 
means  for  regulating  the  numbers  of  Mexicans  entering  the  U.S.  At 
the  same  time  we  must  take  steps  domestically  to  assure  that 
Mexicans  living  in  the  U.S.,  documented  or  not,  enjoy  the  elemental 
human  rights  necessary  to  live  in  peace  and  dignity.  The  spectacle 
of  Mexican  farm  workers  living  in  caves  in  the  California 
countryside,  or  Mexican  children  living  without  their  parents  and 
working  in  sweatshops  in  New  York,  are  outrageous  and  unacceptable. 

One  concrete  step  to  improve  the  treatment  of  Mexicans,  and 
other  immigrants  in  the  U.S.,  would  be  the  repeal  of  the  employer 
sanctions  provision  of  the  Immigration  Reform  and  Control  Act. 
Employer  sanctions  have  utterly  failed  to  limit  the  number  of 
undocumented  Mexicans  in  the  U.S.,  the  purpose  for  which  they  were 
designed.  They  have,  however,  resulted  in  widespread  employment 
discrimination,  and  they  have  channeled  the  flow  of  undocumented 
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workers  into  the  burgeoning  sweatshop  economies  in  Lo3  Angeles, 
Chicago,  New  York  and  other  large  U.S.  cities.  Repealing  employer 
sanctions  would  reduce  discrimination  and  help  make  undocumented 
Mexicans  much  less  vulnerable  to  exploitation  by  unscrupulous 
employers. 

Insuring  enforceable  worker  rights;  harmonizing  social  and 
environmental  standards;  assuring  displaced  workers  the 
compensation  and  assistance  they  deserve;  and  protecting  the  rights 
of  Mexicans  in  the  U.S.  are  all  important  measures  that  are  utterly 
missing  from  the  NAFTA  as  it  was  negotiated  by  Presidents  Bush  and 
Salinas  and  Prime  Minister  Mulroney. 

President  Clinton  has  provided  the  opportunity  to  correct 
these  omissions.  If  the  administration  is  allowed  to  follow 
through  with  meaningful  programs  to  implement  these  measures,  it 
would  be  a  significant  contribution  to  the  social  and  environmental 
dimension  of  North  American  integration.  The  result  would  be  a 
more  balanced  agreement  and  a  much  more  promising  future  for  living 
standards  in  North  America.  It  would  also  make  the  passage  of  a 
reformed  NAFTA  much  more  likely. 

If,  on  the  other  hand,  the  forces  that  oppose  the  inclusion  of 
a  social  and  environmental  dimension  to  NAFTA  succeed  in  blocking 
these  measures  —  or  if  they  succeed  in  watering  them  down  to  the 
mere  appearance  of  reform  —  we  will  have  wasted  the  opportunity 
afforded  by  the  President.  And,  if  they  are  successful,  the 
enemies  of  reform  will  assure  that  the  NAFTA  will  be  voted  down. 

The  Amalgamated  Clothing  and  Textile  Workers  Union  is  prepared 
to  work  actively  and  constructively  with  the  administration  and  the 
congress  to  remedy  some  of  the  more  glaring  omissions  of  the 
proposed  NAFTA  and  assure  that  social  and  environmental  concerns 
are  addressed  as  seriously  in  the  supplementary  agreements  as 
corporate  concerns  have  been  addressed  in  the  NAFTA.  Our  position 
on  the  final  NAFTA  depends  on  how  far  the  administration  and  the 
congress  are  able  to  go  in  addressing  the  social  and  environmental 
dimensions  of  North  American  integration. 

We  will  support  the  final  NAFTA  only  if  we  are  confident  that 
it  will  contribute  to  a  more  secure,  just  and  sustainable  future 
for  all  American  workers. 

Thank  you  again,  chairman  Gibbons,  for  your  time  and 
attention. 
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Mr,  McNuLTY.  Thank  you,  Mr.  Sheinkman. 
We  will  go  next  to  Mr.  Harvey. 

STATEMENT  OF  PHARIS  J.  HARVEY,  EJ^CUTIVE  DIRECTOR, 
INTERNATIONAL  LABOR  RIGHTS  EDUCATION  AND  RE- 
SEARCH FUND 

Mr.  Harvey.  Thank  you  very  much,  Congressman  McNulty  and 
Members  of  the  committee. 

It  is  an  honor  to  share  the  panel  with  these  distinguished  leaders 
of  organized  labor  in  the  United  States.  The  International  Labor 
Rights  Education  and  Research  Fund  has,  since  1986,  brought  to- 
gether members  of  the  labor,  religious,  human  rights,  academic, 
business  communities  and  former  government  officials  to  consider 
ways  by  which  the  international  trading  system  can  better  protect 
the  rights  of  workers  around  the  world.  On  behalf  of  our  chair,  the 
former  Secretary  of  Labor,  Ray  Marshall,  we  are  pleased  to  be  a 
part  of  this  panel. 

We  would  share  the  comments  that  have  been  made  by  other 
members  of  this  panel  and  some  of  the  Members  of  Congress  that 
addressed  you  earlier  in  believing  that  the  presently  negotiated 
NAFTA  is  unsatisfactory  and,  unless  rather  basically  altered  in 
areas  outside  the  scope  of  this  hearing,  would  not  be  something 
that  we  and  many  of  those  we  represent  could  support. 

But  let  me  turn  very  briefly  in  my  remarks  here  to  the  negotia- 
tions that  are  at  hand  because  we  do  believe  that  these  negotia- 
tions are  extraordinarily  important,  because  they  open  the  way  for 
the  first  time  for  the  United  States,  Canada,  and  Mexico  to  begin 
to  put  the  rule  of  law  in  two  very  important  ways  by  which  our 
countries  relate:  through  the  flow  of  people  in  the  work  force  and 
through  the  handling  of  our  common  environment.  Without  sub- 
stantive agreements  on  how  we  will  handle  these  matters  with  or 
without  NAFTA,  the  relationships  between  our  countries  will  con- 
tinue to  deteriorate,  and  so  these  negotiations  have  importance  on 
their  own,  and  if  they  can  be  connected  to  an  improved  NAFTA, 
then  they  will  have  even  further  importance. 

What  do  we  believe  should  be  negotiated  in  these  parallel  agree- 
ments? It  is  somewhat  distressing  to  hear  the  U.S.  Trade  Rep- 
resentative say  this  morning  that  he  believes  that  the  commissions 
on  labor  and  environment  should  rely  primarily  or  exclusively  on 
moral  persuasion.  There  is  a  long  history  of  international  instru- 
ments seeking  to  use  moral  persuasion  to  change  the  behavior  of 
governments,  and  it  is  almost  universally  unsatisfactory. 

We  believe  that  there  should  be  seven  elements  to  be  included 
in  an  agreement  on  labor  standards  with  Mexico  and  Canada,  and 
I  want  to  repeat  them  just  very  briefly  for  you. 

The  first  is  that  there  needs  to  be  an  agreement  on  baseline  re- 
gional minimum  labor  standards.  All  three  of  our  countries  have 
extensive  and  progressive  labor  legislation  in  place,  although  there 
are  serious  problems  in  the  laws  of  each  of  our  countries  and  quite 
differing  levels  of  enforcement. 

However,  Mexican  labor  laws  are  subject  to  very  spasmodic  and 
politically  determined  enforcement  as  a  result  of  60  years  of  one 
party  rule  and  a  captive  state-party-controlled  labor  movement. 
Therefore,   it  is   important   that   a  regional   agreement  establish 
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which  labor  rights  and  standards  are  to  be  observed  by  all  parties 
in  connection  with  cross-border  trade  as  a  basis  for  any  actions 
that  might  become  necessary  to  root  out  unacceptable  labor  prac- 
tice under  NAFTA.  Simply  insisting  on  national  enforcement  of  na- 
tional laws  will  lead  to  a  morass  of  conflict  and  confusion. 

We  propose,  therefore,  that  all  three  countries  accept  as  a  basic 
floor  of  standards  the  key  ILO  conventions.  There  is  a  singular  ad- 
vantage in  this  approach,  which  is  that  Mexico  has  ratified  a  ma- 
jority of  these  basic  conventions,  while  Canada  has  ratified  more 
than  half  of  them. 

In  Mexico,  the  ratified  ILO  conventions  are  given  self-executing 
status  as  national  law.  Unfortunately,  they  are  not  given  self-exe- 
cuting enforcement. 

The  United  States  has  long  resisted  ratification  of  most  ILO  con- 
ventions for  fairly  dubious  reasons  of  constitutional  law,  but  it 
would  be  to  our  national  advantage  to  do  so  at  this  time  in  order 
to  establish  a  basis  for  agreement  with  Mexico  and  Canada  on  the 
basic  definitions  of  the  labor  standards  to  be  incorporated  into 
NAFTA. 

Even  if  it  were  decided  that  the  Constitution  precludes  our  for- 
mally ratifying  some  of  the  conventions  at  issue,  it  would  be  pos- 
sible to  reference  the  conventions  as  defining  the  labor  standards 
operative  within  the  free  trade  zone  of  NAFTA. 

The  most  important  ILO  conventions  to  reference  in  this  agree- 
ment are:  convention  11  on  the  right  of  association  for  agricultural 
workers;  convention  87  on  freedom  of  association  and  protection  of 
the  right  to  organize;  convention  98  on  the  right  to  organize  and 
bargain  collectively;  convention  105  on  forced  labor;  convention  100 
on  equal  remuneration;  11  on  discrimination;  138  on  a  minimum 
age  of  work  for  children;  and  convention  155  on  safety  and  health. 
I  would  add  also  convention  170,  a  brandnew  convention  on  safety 
in  the  use  of  chemicals  at  work,  which  has  at  this  point  been  rati- 
fied by  only  one  country  in  the  world,  Mexico. 

Second  would  be  an  agreement  on  the  level  of  violations  that  con- 
stitute an  actionable  unfair  trade  practice.  It  is  very  important  that 
the  negotiations  establish  as  a  matter  of  agreement  among  the 
three  party  states  that  violations  of  labor  rights  are  unfair  trade 
practices,  subject  to  demands  for  correction  or,  failing  that,  to  coun- 
tervailing actions  within  the  framework  of  trade. 

If  I  may  make  just  a  couple  more  points,  Mr.  McNulty,  third,  we 
would  say  that  there  needs  to  be  an  agreement  on  a  complaint  pro- 
cedure that  includes  access,  standing,  and  freedom  of  choice  of 
venue  for  any  citizens.  It  should  be  agreed  by  all  parties  that  any 
person  who  believes  labor  rights  as  defined  by  this  agreement  have 
been  violated  to  have  access  to  the  courts  of  their  own  country,  to 
the  courts  of  the  country  of  the  parent  company  in  which  the  in- 
fringements have  taken  place,  or  to  a  trinational  dispute  resolution 
mechanism. 

We  believe  that  the  standards  commission  that  is  being  proposed 
must  have  enforcement  capabilities  and  not  simply  moral  suasion. 

We  believe  there  must  be  the  establishment  of  a  process  and  a 
timetable  to  harmonize  wage  and  health  and  safety  standards  up- 
wards and  that  timetable  should  be  no  slower  than  the  timetable 
for  phasing  out  tariffs  within  the  NAFTA. 
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We  believe  there  should  be  an  agreement  on  certain  kinds  of 
products  which  each  country  could  prevent  from  entering  into  its 
territory,  such  as  products  made  by  children,  those  harvested, 
made,  or  processed  by  prisoners,  or  those  made  under  conditions 
that  are  banned  in  its  own  territory. 

Finally,  we  believe  that  the  negotiations  should  initiate  a  process 
of  particular  protocols  for  protecting  the  rights  of  immigrant  work- 
ers and  indigenous  workers  in  tribal  populations. 

If  these  are  included  in  the  supplementary  agreement  on  labor, 
then  we  believe  that  our  three  countries  will  begin  the  path  toward 
a  much  more  socially  and  environmentally  responsible  pattern  of 
economic  relations.  We  would  encourage  the  members  of  this  com- 
mittee to  negotiate  and  work  with  the  administration  to  see  that 
these  matters  are  included  in  the  agreements. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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NEGOTIATING  A  SUPPLEMENTAL  AGREEMENT  WITH  CANADA  AND  MEXICO 

TO  PROTECT  LABOR  STANDARDS  IN  CONNECTION  WITH 

THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

Prepared  Statement 

of 

Pharis  J.  Harvey 

Executive  Director 

International  Labor  Rights  Education  and  Research  Fund 


U.S.  House  of  Representatives 

Comnittee  on  Ways  and  Means 

March  11,  1993 


Thank  you,  Mr.  Chairman.  My  name  is  Pharis  Harvey.  I  am  the  executive 
director  of  the  International  Labor  Rights  Education  and  Research  Fund,  a  not- 
for-profit  organization  that  since  1986  has  endeavored  to  broaden  awareness  of 
the  Importance  of  an  international  trading  system  in  which  the  interests, 
safety  and  well-being  of  the  world's  workers  are  positively  considered  and 
where  competition  based  on  degradation  of  those  standards  is  minimized. 

It  would  be  hard  to  overstate  the  importance  of  the  negotiations 
beginning  next  week  on  labor  and  environmental  standards  in  connection  with 
NAFTA.  For  these  negotiations  are  the  most  critical  components  of  making  the 
North  American  Free  Trade  Agreement  contribute  to  President  Clinton's  goal  of 
a  high-wage  economy,  rather  than  leading  to  its  downfall.  An  international 
low-wage  competitive  environment  and  lagging  purchasing  power  in  Mexico  and 
other  countries  bidding  to  participate  in  NAFTA  could  easily  subvert  all 
domestic  efforts  to  raise  American  growth  rates  and  living  standards,  unless 
serious  steps  are  taken  In  these  negotiations  to  counter  these  trends  and 
pressures. 

It  is  necessary  to  state  at  the  outset  that  our  acceptance  of  NAFTA  is 
not  contingent  solely  upon  the  successful  outcome  of  these  supplemental 
agreements.  These  protocols  on  labor  and  environment  are  a  necessary  but  not 
sufficient  effort  to  correct  the  problems  inherent  in  the  already- negotiated 
agreement  signed  by  President  Bush  last  December.  Those  problem  also  include 
a  secretive,  undemocratic  dispute  resolution  process,  imbalances  in  the  rate 
of  liberalization  of  tariffs,  dangerous  preemption  of  the  rights  of  national 
and  state  governments  to  enact  social  programs,  and  unduly  low  levels  of 
regional  content  in  the  rules  of  origin,  to  name  several  other  areas  that  may 
not  be  touched  by  the  current  talks,  but  that  must  be  addressed  before  we 
could  extend  our  support  to  the  final  document. 

But  that  should  not  distract  from  the  importance  of  the  agendas  for 
these  supplemental  talks,  since  they  represent  the  first  step  in  the  necessary 
effort  to  build  and  regulate  an  economic  relationship  with  Mexico  and  Canada 
that  is  based  on  social  and  environmental  responsibility.  It  is  an  historic 
first  step,  which  should  be  taken  carefully  and  thoughtfully.  It  should  not 
be  rushed,  for  too  much  is  at  stake  to  allow  the  outcome  to  be  determined  by 
any  political  party's  timetable,  in  any  of  the  three  countries. 

I  will  address  my  remarks  to  the  labor  standards  negotiations,  while 
recognizing  that  similar  arguments  and  considerations  could  be  made  for  the 
environmental  discussions. 

Building  effective  means  to  preserve  and  enhance  labor  rights  and 
workplace  standards  in  the  trade  regime  among  Mexico,  the  U.S.  and  Canada  is 
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important  for  several  reasons. 

1.  It  is  impossible  for  the  United  States  to  have  a  high-wage  jobs  growth 
policy  at  the  same  time  it  is  part  of  a  free  trade  zone  with  a  much  poorer 
nation  with  deliberate  policies  of  maintaining  competitiveness  through  wage 
and  labor  rights  suppression.  Inevitably,  the  cheap-wage  strategy  in  Mexico 
will  undermine  the  high  wage  strategy  in  the  U.S.,  as  competition  drives  wages 
and  workplace  standards  down  in  the  bid  to  keep  jobs  from  leaving  the  U.S.  for 
Mexico.  If  the  U.S.  seeks  to  increase  the  general  welfare  and  skill  level  of 
the  American  workforce,  it  is  necessary  either  to  leave  intact  some  of  the 
barriers  to  wage  competition  with  Mexico  or  to  establish  some  mutually- agreed- 
upon  baseline  standards  as  a  condition  to  the  relaxation  of  those  barriers, 
and  to  develop  effective  enforcement  mechanisms,  including  trade  sanctions. 

2.  In  order  for  Mexico  to  gain  more  than  short  term  advantage  from  lowered 
tariffs,  it  must  move  quickly  to  upgrade  its  labor  in  terms  of  wages,  skills 
and  productivity.  Otherwise,  the  gains  in  access  to  U.S.  markets  from  the 
immediate  openings  due  to  NAFTA-based  tariff  reductions  will  be  swiftly  lost 
to  even  cheaper  wage  countries  like  Guatemala  or  El  Salvador.  Mexico  has  the 
capacity  to  become  a  strong  industrial  country,  but  it  cannot  build  a 
modernized  industrial  economy  on  either  the  corporatist  model  of  its  past  or 
the  currently  tempting  cheap-wage  export  strategy.  Neither  offers  the 
combination  of  efficiency,  innovation  and  internal  market  growth  that  will 
enable  Mexico  to  compete  with  other  industrial  countries.  And  it  should  not 
wish  to  compete  with  poorer,  less  industrialized  countries  on  the  basis  of 
labor  suppression  alone.  Building  a  larger  internal  market  and  a  more 
productive  workforce  depend  on  a  different  model  of  labor  relations. 
Therefore,  for  Mexico's  sake  as  well  as  that  of  the  United  States,  putting 
into  place  fair  and  enforceable  rules  for  the  protection  of  workers  which 
assure  them  an  ability  to  secure  a  fair  portion  of  productivity  gains,  is 
crucial  to  a  long-term  program  of  economic  stability  and  growth. 

3.  Both  Mexico  and  the  United  States  offer  NAFTA  as  a  solution  to  trade 
deficit  problems.   For  Mexico  generating  foreign  exchange  through  a  trade 
surplus  with  the  United  States  is  critical  to  solving  its  debt  payments 
crisis.  For  the  U.S.,  generating  and  sustaining  a  surplus  with  Mexico  is  a 
necessary  element  in  its  effort  to  reduce  its  global  trade  deficits.   But 
both  goals  cannot  be  met  at  the  same  time. 

Instead,  reasonably  balanced  trade  must  be  the  target  of  all  the  party 
states  in  NAFTA.  This  requires  that  U.S.  export  growth  be  created  in  Mexico 
on  the  basis  of  aggregate  growth  in  the  Mexican  market,  rather  than  on 
substitution  of  U.S.  goods  for  domestically  produced  products.  This  in  turn 
will  require  a  deliberate  effort  to  enhance  Mexico's  income  distribution 
through  Increased  wages  in  line  with  increased  productivity.  That  cannot  be 
assured  unless  Mexico's  workforce  has  the  tools  to  bargain  for  a  fair  share  of 
the  wealth  Its  work  generates.  The  most  important  of  these  tools  are  genuine 
freedom  of  association,  collective  bargaining  and  protection  of  health  and 
safety  standards  in  the  workplace. 

4.  Finally,  these  negotiations  allow  our  three  countries  to  address  problems 
of  Inequity  and  Injustice  that  can  improve  life  in  all  three  countries,  rather 
than  just  finding  a  lowest  common  denominator  of  standards.  The  U.S. -Mexico 
relationship,  for  example,  has  historically  been  characterized  primarily  by 
lawlessness,  on  both  sides  of  the  border,  whether  it  was  in  the  smuggling  of 
drugs  or  people.  In  the  brutality  of  the  Judicial  Police  or  of  the  INS,  in 
kidnapping  of  journalists  in  Mexico  or  kidnapping  of  Mexican  doctors  by  U.S. 
agents,  the  greed  of  Standard  Oil  or  the  corruption  of  Mexican  elections, 
whether  it  was  the  lack  of  independence  of  Mexican  unions  or  the  lack  of 
unions  at  all  for  Mexican-American  farmworkers.  Our  relationship  has  not  been 
ruled  by  law. 

The  U.S. -Canada  relation  has  not  been  so  troubled,  but  it  has  also  been 
characterized  by  Imbalance  and  disequilibrium,  whether  due  to  cultural 
domination  by  a  large  and  powerful  country  over  its  thinly  populated  neighbor, 
or  due  to  differences  of  standards  that  have  exerted  a  downward  pressure  on 
Canada's  social  protections  and  environmental  regulations.  Canada  has  built  a 
society  that  is  more  protective,  equitable  and  in  which  labor  standards  are 
higher,  than  the  U.S.  Canadian  labor  leaders  rightly  doubt  a  NAFTA-based 
social  protocol,  for  they  fear  it  will  be  based  on  a  lowering  of  their  social 
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safety  net  and  labor  rights  protections  to  the  level  of  the  United  States, 
Instead  of  protecting  their  current  level  while  harmonizing  upwards  the 
standards  of  the  U.S.  and  Mexico  in  those  areas  where  they  are  lower. 

The  latter  need  not  be  the  case.  It  should  be  the  primary  principle  in 
these  negotiations  --  as  it  was  in  the  case  of  the  European  nations  that  began 
some  fifteen  years  ago  to  negotiate  the  social  charter  that  accompanies  the 
European  Coimunity's  economic  integration  --  that  the  highest  standards  should 
set  the  goal,  so  that  the  negotiations  consist  of  efforts  to  aid  each  nation 
to  make  those  changes  that  will  bring  its  standards  up  to  those  most 
protective  of  human  dignity  and  quality  of  life. 

It  has  been  argued  that  those  who  want  to  inject  labor  rights  into  trade 
relations  are  simply  "camouflaged  protectionists."  However,  it  was  not 
"protectionism"  when  in  1938  President  Franklin  Delano  Roosevelt  signed  into 
law  the  Fair  Labor  Standards  Act.  The  FLSA  put  a  national  ceiling  on  hours 
and  a  floor  under  wages,  assuring  that  commerce  between  the  states  would  not 
be  based  on  competitive  exploitation  of  workers,  leading  to  downward 
harmonization.  What  was  true  at  a  national  level  in  1938  is  true  of  a  rapidly 
Integrating  region  in  1993.   The  charge  of  "protectionism"  in  this  instance 
is  nothing  but  a  smoke-screen  for  interests  that  would  enhance  the 
"competitiveness"  of  U.S.  corporations  by  allowing  those  corporations  to  roam 
the  globe  seeking  the  lowest  barriers  to  profitability,  including  indecently 
low  wages  and  unsafe  working  conditions.  Free  trade,  which  allows  for 
intricate  rules  to  safeguard  the  interests  of  monetary,  physical  and 
Intellectual  capital,  but  denies  any  rules  to  safeguard  the  interests  of  those 
whose  only  capital  is  their  skill,  their  time,  and  their  experience,  is  not 
genuine  free  trade.  That  kind  of  "Free  trade"  is  nothing  more  than  a  one- 
sided and  short-sighted  bargain  for  certain  powerful  forces  that  ultimately 
undermines  the  stability  and  progress  of  the  societies  on  which  their  profit 
depends. 

So  what  do  we  believe  should  be  negotiated  in  parallel  labor  rights  and 
standards  agreement? 

He  would  point  to  seven  elements  that  should  be  included  in  an  agreement  with 
Mexico  and  Canada. 

1.  An  Agreement  on  base-line  regional  minimum  labor  standards. 

The  U.S.,  Canada  and  Mexico  all  have  extensive  and  progressive  labor 
legislation  in  place,  albeit  with  differing  lacunae  in  each  country,  and  with 
quite  differing  levels  of  enforcement.  As  ILRERF  noted  in  the  study  we 
commissioned  of  labor  rights  in  Mexico,  {Mask  of  Democracy:    Labor  Suppression 
in  Mexico  Today  by  Dan  La  Botz,  South  End  Press,  1992)  Mexico's  labor  law, 
enshrined  in  the  Constitution  itself  and  in  Federal  Law  No.  123,  provides  a 
higher  degree  of  protection  of  the  livelihood  and  collective  rights  of 
workers,  in  principle,  than  do  the  laws  of  either  the  United  States  or  Canada. 
However,  Mexican  labor  laws  are  subject  to  very  spasmodic  and  politically- 
determined  enforcement  as  a  result  of  60  years  of  one-party  rule  and  a  captive 
state-party-controlled  labor  movement.  For  example,  Mexico's  constitution, 
for  example,  mandates  a  minimum  wage  which  is  adequate  for  an  adult  worker  to 
provide  for  food,  shelter  and  clothing  for  a  five-member  family.  However,  in 
a  country  in  which  almost  half  the  population  is  considered  by  the  World 
Health  Organization  to  be  malnourished,  where  as  the  New  York  Times  noted 
Tuesday,  it  takes  nearly  four  times  the  minimum  wage  for  a  small  Mexican 
household  to  survive,'  it  is  easy  to  see  that  the  minimum  wage  law  is  not 
observed.  During  the  last  decade,  the  minimum  wage  has  declined  by  about  60 
percent  In  real  purchasing  value. 

In  a  conflict  situation  arising  under  NAFTA,  it  would  be  very  difficult 
for  the  U.S.  to  insist  on  the  enforcement  in  Mexico  of  Mexicans  law  that 
exceed  actual  standards  in  U.S.  law.  By  the  same  token,  it  would  be  difficult 
for  Mexico  to  insist  on  enforcement  of  elements  of  U.S.  law  that  exceed 
Mexican  practice.  Canadians,  who  have  already  complained  that  U.S.  "Right  to 


"Louis  UcWtelle,  "Low  Mexico  Jobless  Rate  is  Deceptive,"  New  York  Times,  March  9, 
1993,  p.  D2. 
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Work"  laws  constitute  an  unfair  trade  subsidy  to  cheap- labor  garment  factories 
in  the  American  South,  would  have  a  hard  time  getting  U.S.  courts  to  enforce 
Canadian  standards,  which  for  the  most  part  bar  such  practices. 

Therefore,  it  is  important  that  a  regional  agreement  establish  which 
labor  rights  and  standards  are  to  be  observed  by  all  parties  in  connection 
with  cross-border  trade,  as  the  basis  for  any  actions  that  become  necessary  to 
root  out  unacceptable  labor  practices  under  NAFTA.  Simply  insisting  on 
"national  enforcement  of  national  laws"  will  lead  to  a  morass  of  conflicts  and 
confusion. 

We  propose  that  all  three  countries  accept  as  a  basic  floor  of  standards 
the  key  ILO  Conventions.  There  is  a  singular  advantage  in  this  approach, 
which  is  that  Mexico  has  ratified  a  majority  of  these  basic  conventions,  while 
Canada  has  ratified  more  than  half  of  them.  In  Mexico  the  ratified  ILO 
Conventions  are  given  self -executing  status  as  national  law.  To  any  ratifying 
nation,  each  Convention  carries  an  obligation  to  bring  national  law  into 
compliance.  The  United  States  has  long  resisted  ratification  of  most  ILO 
Conventions,  for  dubious  reasons  of  constitutional  law,  but  it  would  be  to  our 
national  advantage  to  do  so  at  this  time,  in  order  to  establish  a  basis  for 
agreement  with  Mexico  and  Canada  on  the  basic  definitions  of  the  labor 
standards  to  be  incorporated  into  NAFTA.  Even  if  it  were  decided  that  the 
constitution  precludes  our  formally  ratifying  some  of  the  conventions  at 
issue,  it  would  be  possible  to  reference  the  conventions  as  defining  the  labor 
standards  operative  within  the  free  trade  zone  of  NAFTA. 

The  most  important  ILO  Conventions  to  reference  in  the  free  trade 
agreement  are: 

•  Convention  11  on  Right  of  Association  (Agriculture)  (ratified  by 
Mexico  and  106  other  countries,  not   including  the  U.S.  and  Canada) 

•  Convention  87  on  the  Freedom  of  Association  and  Protection  of  the 
Right  to  Organize  (ratified  by  both  Canada  and  Mexico,  not   the  U.S.) 

•  Convention  98  on  the  Right  to  Organize  and  Bargain  Collectively 
(ratified  by  114  countries,  not   including  the  U.S.,  Canada  or  Mexico) 

•  Convention  105  on  Forced  Labor  (ratified  by  the  U.S.,  Canada  and 
Mexico) 

•  Convention  100  on  Equal  Remuneration  (ratified  by  Canada  and  Mexico) 

•  Convention  111  on  Discrimination  (ratified  by  Mexico  and  Canada) 

•  Convention  138  on  a  Minimum  Age  for  Work  (ratified  by  40  countries, 
not   including  U.S.,  Canada  or  Mexico)' 

•  Convention  155  on  Safety  and  Health  (ratified  by  Mexico,  but  not  by 
U.S.  or  Canada.) 

•  Convention  170  on  Safety  in  the  Use  of  Chemicals  at  Work  (ratified  by 
Mexico). 

There  are  other  conventions  among  the  total  of  170,  74  of  which  Mexico 
has  ratified,  which  might  also  be  included  in  an  agreement,  but  these  are 
among  the  most  basic,  as  well  as  being  the  conventions  which  most  adequately 
define  "internationally-recognized  workers  rights"  as  referenced  in  U.S.  Trade 
Law  (1974  Trade  Act  as  amended,  1984). 

2.  An  Agrwmgnt  qn  the  levgi  gf  vjolatiQn  that  constitutes  an  actionat?ie 
unfair  trade  practice. 


'Mexico  has  ratified  several  earlier  conventions  establish  limits  on  children's  work,  including 
Conventions  No.  6,  on  Night  Woric  of  Young  Persons,  Nos.  7  and  58  on  Minimum  Age  (Sea), 
No.  90  on  Night  Woric  of  Young  Persons  (Industry),  No.  112  on  Minimum  Age  (Fishermen), 
and  No.  123  on  Minimum  Age  (Underground  Work).  Canada  has  ratified  Conventions  No.  7 
and  58  on  Minimum  Age  (Sea),  and  No.  15  on  Minimum  Age  (Trinuners  and  Stokers). 
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It  is  very  important  that  the  negotiations  establish  as  a  matter  of 
agreement  among  the  three  party  states  that  violations  of  labor  rights  are 
unfair  trade  practices,  subject  to  demands  for  correction  or,  failing  that,  to 
countervailing  actions  within  the  framework  of  trade.     How  to  characterize  the 
level  of  violations  which  are  sufficient  to  trigger  a  countervailing  action, 
however,  will  require  careful  negotiation.  We  believe  there  should  be  a  range 
of  sanctions  available  to  cope  with  increasingly  serious  or  systemic 
violations,  in  which  the  level  of  distortion  of  trade  is  one  factor.  The 
driving  principle  in  determining  actions  should  be  the  correction  of  the 
offending  practice,  not  the  cutoff  of  trade,  which  should  be  reserved  for  the 
most  serious  offenses  or  those  which  offending  states  fail  to  correct  after  a 
reasonable  period  of  time.  In  the  establishment  of  sanctions,  the  principle 
of  proportionality  should  be  carefully  maintained. 

It  has  been  reported  that  the  U.S.  Trade  Representative  advocates  the 
environmental  commission  having  no  enforcement  powers.  Rather,  he  is  quoted 
as  stating,  the  moral  weight  of  criticism  of  unacceptable  environmental 
practices  should  be  sufficient  to  secure  compliance.  If  that  is  the 
Administration's  approach  to  labor  standards  enforcement  as  well,  it  should  be 
sufficient  to  point  out  that  the  International  Labor  Organization  has  held 
both  the  Mexican  and  U.S.  governments  at  fault  for  serious  and  ongoing 
violations  of  basic  labor  rights  for  a  number  of  years,  and  that  this  high 
level  of  international  criticism  has  resulted  in  not  one  iota  of  change  from 
either  government.  When  dealing  with  large  and  power  economic  forces,  history 
argues  persuasively  that  moral  arguments  get  results  only  when  accompanied  by 
a  material  incentive  to  their  compliance. 

The  procedures  to  protect  intellectual  property  rights  in  NAFTA,  Chapter 
17,  are  instructive.  Safeguards  of  due  process  and  proportionality  are  built 
into  this  chapter,  along  with  clear  allowance  for  tough  counter-measures, 
including  the  stoppage  of  offending  goods  at  the  border,  after  efforts  to 
secure  compliance  have  failed. 

It  may  not  be  as  simple  to  develop  language  relating  to  labor  rights  and 
standards,  or  to  craft  as  simple  and  clear-cut  remedies  as  stopping  products 
at  the  borders,  but  the  effort  must  be  made,  whatever  time  it  takes.  The 
result  of  failure  to  enforce  labor  standards  is  at  least  as  devastating  to 
those  whose  livelihood  or  health  and  safety  are  placed  in  jeopardy  by  undue 
competition  based  on  violations  of  these  standards  as  is  the  loss  of  potential 
income  to  the  holders  of  patents  and  copyrights. 

Establishing  clear  guidelines  about  the  level  of  violations  that  can 
trigger  complaints  under  the  procedures  of  the  trade  agreement  will  assure  all 
three  governments  that  their  own  domestic  laws  will  not  suddenly  be  subject  in 
a  wholesale  manner  to  micro-management  or  external  enforcement,  but  that 
certain  key,  basic  standards  will  be  expected  to  be  maintained  by  domestic  law 
enforcement,  lest  failure  trigger  this  enforcement  mechanism  in  one  or  another 
form. 

3.  An  Agrg^mgnt  on  cgmpUint  procgdurg?  that  InclMdgs  acc^??,  standing  and 
freedgm  of  choicg  of  ygnug. 

It  should  be  agreed  by  all  parties  that  any  person  who  believes  labor 
rights  as  defined  by  this  agreement  have  been  violated  in  cases  involving 
cross-border  transactions  shall  have  the  right  to  file  complaints  directly  to 
the  dispute  resolution  mechanism  established  therein.  This  access  should  not 
be  contingent  on  asking  that  person's  government  to  file  the  complaint  on  his 
or  her  behalf. 

We  believe  it  is  also  an  important  principle  to  allow  complaints  to  be 
filed  either  directly  with  a  tri-national  commission  established  under  NAFTA, 
(see  point  4  below)  or  with  the  administrative  agencies  and  courts  of  one's 
own  country,  or  alternatively,  the  NAFTA  member  home  country  of  the  company 
involved  in  the  infraction,  or  the  NAFTA  member  country  importing  products 
made  by  the  violating  firm,  if  these  are  different. 

It  is  also  important  that  access  to  complaint  procedures  be  guaranteed 
for  workers,  companies  or  other  persons  who  believe  that  violations  of  labor 
rights  and  standards  in  one  of  the  other  member  countries  of  NAFTA  has  placed 
them  at  a  competitive  disadvantage,  and  to  seek  trade  remedies  proportionate 
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to  the  level  of  injury,  if  the  violation  is  not  adequately  remedied. 

4.  An  Aareement  to  Form  a  Tri-National  Labor  Standards  Commission  which  is 
democratic  in  its  selection  and  open  in  its  proceedings. 

It  was  announced  earlier  this  week  that  the  Mexican  Minister  of 
Commerce,  Mr.  Serra-Puche,  had  agreed  to  the  formation  of  a  North  American 
Commission  on  Labor,  similar  to  the  earlier-announced  North  American 
Commission  on  the  Environment.  The  nature,  jurisdiction  and  membership  of  Mr. 
Serra's  vision  of  a  commission  are  not  clear,  however.  We  believe  that  for 
such  a  commission  to  be  significant,  it  would  need  to  have  both  a 
developmental  and  dispute  resolution  role.  It  should  be  tasked  both  with 
furthering  the  development  of  common  standards  in  North  America  within  the 
parameters  established  in  the  agreement,  and  adjudicating  complaints  brought 
under  the  terras  of  those  agreed-upon  standards.  In  resolving  disputes,  it  is 
necessary  that  the  parties  agree  that  the  Commission's  findings  have  the  force 
of  law. 

In  order  for  this  Comnission  to  function  with  the  full  confidence  of  the 
workers  and  people  of  all  three  countries,  the  selection  process  should  be  as 
democratic  as  possible.  At  least  for  the  United  States,  Commissioners  should 
be  given  ambassadorial  rank  and  be  subject  to  Senate  approval. 

Membership  in  the  Commission  should  be  equal  for  each  of  the  three  countries 
in  NAFTA.  However,  Canada  and  Mexico  have  strong  historical  reasons  for 
doubting  any  international  mechanism  in  which  they  have  nominal  equality  with 
the  United  States.  For  that  reason,  we  believe  that  the  objectivity  and 
credibility  of  the  commission  would  be  enhanced  if  it  included  membership  of 
distinguished  international  labor  experts  or  representatives  of  international 
organizations,  who  are  not  citizens  of  any  of  the  member  countries  in  NAFTA, 
in  a  number  large  enough  to  be  a  significant  block,  say,  20  percent.  These 
should  be  persons  acceptable  to  all  three  countries.  Persons  such  as  former 
ILO  Director  General  Sir  Francis  Blanchard  or  Nicholas  Valticos  from  Greece, 
member  of  the  European  Court  and  former  chair  of  the  ILO  Freedom  of 
Association  Committee,  come  to  mind. 

If  NAFTA  expands,  new  member  countries  should  also  be  added  to  the 
commission,  while  keeping  the  percentage  of  non-member  commissioners  up  to  the 
set  level. 

Such  a  commission  will  require  a  permanent  secretariat,  to  serve  in  the 
refining  of  standards,  the  harmonization  of  information,  the  processing  of 
complaints  and  resourcing  the  development  of  better  domestic  enforcement 
systems.  It  would  be  worthwhile  if  the  ILO  were  asked  to  assign  a  permanent 
advisor  to  this  secretariat,  In  order  to  integrate  its  work  into  the  broader 
International  system  of  labor  law  development  and  enforcement. 

Another  option  worth  considering  In  the  negotiations  Is  an  agreement  by 
the  three  countries  to  accept  jurisdiction  of  the  Inter-American  Court  of 
Justice  In  disputes  arising  in  NAFTA  related  to  freedom  of  association  or 
collective  bargaining.  The  special  protocols  accompanying  the  American 
Covenant  on  Human  Rights  have  assigned  such  jurisdiction  to  that  court  for 
countries  that  ratify  the  protocols,  in  judicial  processes  that  are  accessible 
to  citizens  as  well  as  governments.  None  of  the  three  NAFTA  countries  has 
ratified  these  protocols,  but  they  do  provide  an  available  procedure  and 
venue,  if  the  three  countries  agreed  to  accept  their  jurisdiction  as  a  final 
court  of  review  or  appeal. 

5.  Establishment  of  a  Process  and  Timetable  to  Harmonize  Waoe  and  Health  and 
Safety  Standards  Upward. 

There  needs  to  be  included  in  these  supplementary  negotiations  a 
commitment  to  development  mechanisms  that  will  both  mandate  and  assist  Mexico 
to  raise  its  wages,  at  least  to  the  1982  comparative  level,  over  the  next 
period  of  years.  This  could  be  through  tax  relief  measures  linked  to  higher 
wages,  to  development  bank  funds  targeted  at  wage  enhancement,  through 
negotiated  requirements  to  raise  the  minimum  wage  by  a  certain  percentage  of 
average  industrial  wages  per  year,  or  by  a  combination  of  these  and  other 
mechanisms.  The  primary  point  is  that  there  needs  to  be  a  deliberate  effort 
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outlined  in  the  agreement  which  has  real,  as  well  as  realistic  goals  to 
achieve  during  the  ten  years  or  so  that  the  trade  agreement  is  being  phased 
in. 

In  addition  to  these  efforts,  we  can  learn  a  great  deal  from  the 
European  integration  experience  wherein  tens  of  billions  of  dollars  of 
development  funds  have  helped  pull  Portugal,  Spain,  Ireland  and  Greece  up 
toward  the  wage  and  social  security  levels  of  Germany  and  France,  rather  than 
allow  the  integration  to  pull  the  latter's  standards  down.  It  is  squarely  in 
the  interest  of  the  peoples  of  all  three  North  American  nations  that  funds  be 
steered  toward  genuine  sustainable  development  initiatives  in  Mexico.  Debt 
reduction  schemes  would  help  in  this  regard  to  slow  the  capital  outflow  from 
Mexico.  Likewise,  new  development  initiatives  (potentially  funded  by  a  small 
cross  border  transaction  tax)  that  create  dignified  work,  sustainable 
agriculture,  energy  alternatives  and  other  sustainable  activities  in  Mexico 
are  indispensable  to  a  smoother  integration  process  that  builds  up  Mexico 
rather  than  pulling  the  United  States  down. 

6.  Agreement  on  certain  kinds  of  products  which  each  country  could  prevent 
from  entering  Into  its  territory. 

This  should  in  our  opinion  include: 

1)  products  that  are  made,  harvested  or  processed  by  child  labor 
(defined  In  accordance  with  ILO  Convention  138  as  children  under  15,  but  not 
including  children  working  under  the  direct  supervision  of  their  own  immediate 
family  members.) 

2)  products  made,  harvested  or  processed  by  prisoners  or  under 
conditions  of  forced  or  compulsory  labor. 

3)  products  made  under  conditions  or  with  processes  that  are  banned  in 
its  own  territory  due  to  the  deleterious  effects  of  that  process  on  workers' 
health  or  safety. 

The  first  two  of  these  prohibitions  are  already  in  existing  or  pending 
U.S.  law,  and  the  second  is  a  recognized  principle  in  GATT.  The  third  is  In 
keeping  with  Article  20  (?)  of  GATT  which  allows  restrictions  on  trade  on 
grounds  of  endangerment  to  animal,  plant  or  human  life. 

It  would  be  preferable,  however,  for  the  NAFTA-related  labor  standards 
agreement  specify  these  rights,  so  that  conflicts  not  arise  later  over  whether 
they  are  unfair  barriers  to  trade. 

7.  Agreement  on  a  orocess  to  negotiate  particular  protocols  for  protecting 
the  rights  of  Immigrant  workers  and  Indigenous  workers  and  tribal  populations, 

Mexico  has  rightly  expressed  the  need  for  a  regularization  of 
inigratlon  and  protection  for  the  rights  of  Immigrant  workers,  as  a  part  of 
the  economic  integration  underway  among  our  countries.  Under  pressure  from 
the  Bush  Administration,  these  demands  were  dropped  from  the  agenda  of  NAFTA. 
However,  the  problems  have  not  gone  away  and,  if  anything,  will  be  exacerbated 
by  the  economic  changes  caused  by  and  accompanying  NAFTA.  Now,  we  believe,  is 
the  correct  time  to  recognize  these  issues  and,  In  the  process  of  establishing 
the  machinery  for  protection  of  labor  rights,  putting  Into  motion  a 
negotiating  process  on  the  rights  of  immigrant  workers. 

The  ILO  Conventions  97  and  143  provide  guidance  for  standards,  although 
they  are  not  ratified  by  any  of  the  North  American  states.  The  negotiators 
should  also  reference  the  UN's  International  Convention  on  the  Protection  of 
the  Rights  of  All  Migrant  Morkers  and  Their  Families,  which  was  adopted  in 
December,  1990. 

Finally,  It  is  important  that  Canada  and  the  U.S.  join  Mexico  in 
recognizing  and  protecting  the  labor  and  human  rights  of  indigenous  peoples, 
by  negotiating  a  protocol  based  on  ILO  Convention  169  on  the  Rights  of 
Indigenous  Workers  and  Tribal  Populations  of  1989.   Mexico  is  one  of  only 
four  nations  that  have  ratified  this  convention.  All  three  countries  of  North 
A.'rerica,  however,  have  indigenous  populations  seriously  Impacted  by  the 
corporate,  labor,  environmental  and  intellectual  property  provisions  of  NAFTA, 
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which  need  to  be  protected  in  a  systematic  and  coordinated  way. 

In  conclusion,  let  me  reiterate  our  hope  that  the  Administration  will 
proceed  with  a  serious  coninitment  to  an  agreement  on  labor  issues  that 
advances  the  quality  of  life  for  all  the  people  of  this  region.  To  short- 
circuit  this  process,  or  to  accept  an  agreement  with  no  teeth  is  both  to  risk 
the  defeat  of  NAFTA  and  the  loss  of  an  historic  opportunity  to  improve  the 
relationship  with  our  neighbors  to  north  and  south.  Success  in  this  can 
establish  a  major  beachhead  in  the  building  of  a  new,  more  equitable,  more 
prosperous  region,  both  as  a  good  in  itself  and  as  an  example  to  other  regions 
regarding  what  a  socially  and  environmentally  responsible  trade  regime  can  be. 

Thank  you  for  your  consideration  of  these  ideas. 
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Mr.  McNuLTY.  I  also  want  to  recognize  Ms.  Leslie  Nulty,  who  is 
representing  Mr.  Wynn,  who  had  to  leave. 

I  want  to  thank  all  of  you  for  your  testimony,  and  since  we  are 
racing  the  clock,  I  am  just  going  to  ask  one  very  quick  question. 
As  you  know  from  my  previous  statements,  I  am  trying  to  develop 
my  position  on  NAFTA  based  upon  what  I  think  will  be  the  job  im- 
pact here  in  the  United  States.  You  have  made  it  very  clear  that 
everyone  on  this  panel  has  problems  with  the  NAFTA  as  it  is  cur- 
rently constituted. 

My  question  to  you  would  be:  If  most  of  the  recommendations 
which  you  have  made  today  can  be  successfully  incorporated  in 
these  side  agreements  that  we  are  talking  about,  could  you  envi- 
sion a  circumstance  where  you  would  then  support  the  NAFTA? 

Mr.  Sheinkman.  Are  you  asking  me? 

Mr.  McNuLTY.  I  would  like  an  answer  from  all  three  of  you,  ac- 
tually. I  will  start  with  Mr.  Sheinkman. 

Mr.  Sheinkman.  If  all  the  conditions  set  forth  by  Mr,  Harvey 
were  put  forth,  we  would  consider  favorably  supporting  an  agree- 
ment of  that  type,  definitely,  because  there  is  going  to  be  a  certain 
disruption  no  matter  what  happens,  at  least  at  the  outset,  because 
of  disparity  that  we  both  and  all  of  us  alluded  to  and  the  conditions 
that  my  colleagues,  Mr.  Wynn,  Mr.  Bieber,  Mr.  Carey  referred  to. 

In  their  own  particular  industries,  and  I  can  highlight  it,  some 
of  you  may  recall  some  of  the  information  seen  on  "60  Minutes"  in 
connection  with  what  happens  when  some  of  this  went  to  other  free 
trade  zones,  not  necessarily  to  Mexico,  what  happens  to  workers  in 
those  countries.  I  have  visited  those  countries.  I  just  came  back,  for 
example,  from  the  Dominican  Republic  where  those  rights  do  not 
exist  to  join  unions,  even  though  they  did  pass  new  labor  codes. 

Guatemala  has  adopted  new  labor  codes  recently  in  an  effort  to 
avoid  GSP.  That  is  the  kind  of  pressure  it  is  going  to  take  in  the 
initial  stages.  In  the  phase-in,  given  the  great  disparity,  I  think  it 
is  inevitable  there  are  going  to  be  job  losses. 

The  question  is  in  the  long  term,  through  the  harmonization  and 
the  conditions  that  we  have  set  forth  and  have  been  enunciated  in 
detail  by  Mr.  Harvey.  These  conditions  can  be  alleviated  and  allow 
for  a  meaningful  integration  in  a  way  that  we  suggested,  through 
what  I  call,  instead  of  a  race  to  the  bottom  which  is  what  has  been 
happening,  we  will  be  able  to  maintain  and  protect  everybody,  be- 
cause all  of  my  colleagues  are  not  anti-Mexican,  contrary  to  belief. 
We  are  pro- worker.  We  want  to  preserve  workers  and  jobs  wher- 
ever they  work,  Mexico  or  around  the  world. 

I  might  add,  and  I  have  said  this  to  Ambassador  Kantor,  the 
kind  of  standards  we  are  talking  about  should  be  part  of  all  of  our 
trade  agreements  and  the  GATT  and  our  bilaterals  and  the  like, 
not  only  with  respect  to  NAFTA. 

Mr.  McNuLTY.  So  that  I  can  have  my  other  colleagues  ask  ques- 
tions, is  that  generally  the  view  of  the  panel? 

Mr.  Harvey.  If  Jack  Sheinkman  says  that  he  would  accept  it 
with  these  conditions,  how  can  I  say  no?  But  I  do  believe  it  is  also 
very  important  that  at  least  one  other  major  problem  in  the  cur- 
rent NAFTA  be  corrected  as  outside  the  scope  of  this,  and  that  is 
that  the  generalized  dispute  resolution  mechanism 

Mr.  Sheinkman.  Right. 
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Mr.  Harvey,  [continuing]  Must  be  made  an  open  process.  I  think 
with  that,  then  the  problems  that  arise  in  other  areas  can  find 
some  fair  adjudication. 

Mr.  McNuLTY.  Thank  you. 

Ms.  NULTY.  If  I  might  just  add  two  points,  as  President  Wynn 
mentioned  in  his  testimony,  we  have  a  particular  concern  about  the 
food  safety  issue.  One  of  the  things  we  will  be  looking  at  is  to 
whether  the  questions  of  food  safety  and  food  inspection  might  pos- 
sibly be  handled  in  the  environmental  protocol,  even  though  most 
of  us  today  have  been  directing  our  comments  towards  the  labor 
protocols.  That  is  something  that  we  would  want  to  look  at  very, 
very  carefully.  But  in  terms  of  the  general  spirit  and  principle,  yes, 
we  would  concur  with  our  colleagues  here. 

Congressman  McNulty,  if  I  might  add  one  piece  of  information, 
because  you  have  made  clear  you  are  particularly  interested  in  the 
jobs  question,  I  think  there  is  a  piece  of  information  that  everyone 
examining  this  process  ought  to  understand. 

Ambassador  Kantor  referred  to  the  24  studies  of  job  impact,  all 
of  which  you  understand  are  subject  to  the  kinds  of  assumptions 
that  are  made  in  the  models  before  the  models  are  run.  However, 
you  and  other  interested  congressmen  should  be  aware  that  both 
the  International  Trade  Commission's  most  recent  study  and  the 
Institute  for  International  Economics,  two  parties  who  have  been 
strong  NAFTA  advocates,  both  of  these  have  found  that  over  the 
long  run,  say,  after  the  15-year  phase-in  period,  there  is  likely  to 
be  a  net  job  loss  for  the  United  States  as  a  result  of  NAFTA,  or 
no  significant  job  gain. 

The  HE  chose  not  to  publish  these  comments  in  its  publication, 
but  have  mentioned  it  in  public  hearings,  and  it  has  been  cited  and 
quoted  in  the  New  York  Times.  The  ITC's  most  recent  study  is  fair- 
ly clear  on  that  issue. 

Mr.  McNuLTY.  We  will  have  one  quick  question  from  my  senior 
colleague,  Ms.  Kennelly,  and  then  we  will  go  to  the  majority  leader. 

Ms.  Kennelly.  Mr.  Sheinkman,  I  apologize  for  being  late,  but  we 
are  being  told  constantly  now  that  the  fastest-growing  industry  for 
the  United  States  is  health  care,  jobs  in  the  health  field.  I  wonder 
how  you  think  this  NAFTA  arrangement  would  impact  medical 
groups,  manufacturers  and  suppliers. 

Mr.  Sheinkman.  I  can't  tell  you  that  because  a  lot  of  the  work 
in  the  health  care  industry  is  not  really  in  the  manufacture  of  the 
products. 

We  represent,  for  example,  a  number  of  workers  at  J&J. 

Ms.  Kennelly.  Yes,  I  understand  that. 

Mr.  Sheinkman.  They  deal  with  those  kind  of  products.  And  I 
dare  say  that  I  feel  that,  for  example,  some  of  those  companies  will 
move  down  to  a  cheaper  labor  area.  They  have  done  it  in  the  Unit- 
ed States  where  they  have  moved  out  from  unionized  areas  to  non- 
union areas  for  that  very  reason,  and  they  see  no  reason  why  they 
wouldn't  move  the  other  way. 

Ms.  Kennelly.  Thank  you,  sir. 

Mr.  McNuLTY.  Of  behalf  of  Chairman  Gibbons,  I  want  to  thank 
all  of  the  members  of  the  panel  for  their  testimony,  and  we  look 
forward  to  working  with  you  in  the  weeks  and  months  ahead. 
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At  this  time,  I  would  like  to  welcome  as  our  next  witness,  the 
majority  leader  of  the  U.S.  House  of  Representatives,  the  Honor- 
able Richard  Gephardt  of  the  State  of  Missouri. 

STATEMENT  OF  HON.  RICHARD  A.  GEPHARDT,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  MISSOURI,  AND 
HOUSE  MAJORITY  LEADER 

Mr.  Gephardt.  Thank  you,  Mr.  Chairman. 

Chairman  Gibbons  [presiding].  I  welcome  the  Majority  Leader, 
and  you  may  proceed. 

Mr.  Gephardt.  Ms.  Kennelly,  it  is  good  to  see  you,  and  I  appre- 
ciate the  opportunity  to  testify  before  you  today  on  the  North 
American  Free  Trade  Agreement. 

Less  than  one  week  from  today,  Ambassador  Kantor  will  sit 
down  with  his  counterparts  from  Canada  and  Mexico  to  begin  what 
they  hope  and  we  all  nope  is  the  final  stage  of  these  negotiations. 

Undoubtedly,  all  of  you  are  aware  of  my  great  interest  in  this 
issue.  I  have  traveled  to  Mexico  on  five  separate  occasions  in  the 
recent  months,  having  jast  returned  this  weekend  from  a  trip  to 
San  Diego/Tijuana,  with  a  number  of  other  Members  of  the  House 
over  the  weekend.  I  have  spent  countless  hours  reviewing  the  nego- 
tiations and  with  you;  indeed,  the  entire  issue. 

I  want  to  start  by  saying  what  I  have  said  many,  many  times, 
and  that  is  that  the  status  quo  trading  relationship  with  Mexico  is, 
in  my  view,  unacceptable.  That  is  why  I  supported  President 
Bush's  request  for  fast-track  authority.  I  believe  then,  as  I  believe 
now,  that  it  was  important  to  see  what  these  negotiations  can 
yield. 

I  have  said  to  many  groups  what  is  going  on  now  in  the  environ- 
ment, what  is  going  on  with  workers  both  here  and  in  Mexico,  what 
is  going  on  with  the  infrastructure  on  the  border  is  very  bad  now, 
and  so  the  question  is  can  the  treaty  and  the  side  agreements  be 
a  force  for  progress  for  moving  all  of  these  problems  in  a  more  posi- 
tive direction. 

So  I  stand  ready  to  work  with  the  President  and  people  in  his 
administration  during  the  negotiations  and  to  try  to  achieve  in  the 
supplemental  agreements  what  the  President  called  for  in  the  Octo- 
ber speech  in  his  campaign.  But  the  agreements  must  aggressively 
address  certain  deficiencies  in  the  current  agreement  if  they  are  to 
effectively  deal  with  the  concerns  that  I  and  many  others  have. 

I  want  to  tell  you  that  these  are  not  academic  concerns.  Having 
just  returned  from  another  trip,  as  I  said,  I  become  more  and  more 
concerned  each  day  as  to  whether  we  can  actually  address  these 
problems. 

I  want  to  say  that  I  will  not  support,  and  I  think  a  lot  of  mem- 
bers will  not  support,  NAFTA  on  a  leap  of  faith.  We  will  not  sup- 
port NAFTA  on  allusions  or  promises  or  good  hopes  or  good  wishes. 
We  will  support  a  NAFTA  that  has  real  enforceable  provisions  and 
mechanisms  and  teeth,  so  that  we  have  hope  and  confidence  that 
the  things  that  are  trying  to  be  achieved  in  the  treaty  in  the  side 
agreements  will  be  achieved. 

I  want  to  take  a  minute,  though,  to  talk  about  President  Salinas 
and  the  good  things  his  administration  has  done  over  the  last 
years.  He  has  made  major  strides  in  changing  his  country,  changes 
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largely  for  the  good.  As  always,  there  is  a  long  way  to  go,  but  since 
I  started  spending  a  great  deal  of  time  on  this  issue  and  traveling 
to  Mexico,  I  have  seen  good  changes.  He  deserves  a  lot  of  credit  for 
what  he  has  achieved  and  what  he  is  trying  to  do. 

I  want  these  changes  to  continue,  but  I  will  not  support  an 
agreement  that  relies  on  promises.  I  want  an  agreement,  the  en- 
forcement of  which  does  not  depend  upon  which  administration  is 
in  office  in  any  three  of  these  countries.  I  want  an  agreement  that 
will  stand  the  test  of  time. 

On  my  most  recent  trip,  we  went  to  a  Sanyo  plant  in  Tijuana  un- 
announced. The  plant  manager  was  very  kind  to  us,  and  he  was 
extremely  candid  in  his  discussions.  He  pointed  out  that  the  work- 
ers there  were  extremely  well-trained,  motivated,  productive,  and 
cheap.  The  average  worker  was  18  years  old  and  made  between 
$55  and  $60  a  week. 

The  manager  made  the  comment  that  he  didn't  believe  that  any 
company  in  the  United  States  with  more  than  500  employees  that 
was  labor-intensive  could  survive  after  the  NAFTA  because  of  com- 

Eetitive  pressures.  He  said  that  the  quality  and  the  productivity  of 
is  workers  was  better  than  Japan  and  better  than  the  United 
States. 

I  would  point  out  that  the  sister  plant  to  his  facilities  is  located 
in  Forest  City,  Ark.,  and  the  plant  manager  said  that  employment 
at  the  Arkansas  facility  had  declined  significantly  while  Mexican 
employment  now  amounted  to  roughly  1,000  people. 

We  then  travelled  to  colonias  where  the  workers  who  worked  in 
the  plants  live.  Their  homes  were  at  the  bottom  of  a  hill  from  an 
industrial  park.  When  heavy  rains  came,  as  they  did  a  few  weeks 
ago,  industrial  waste  flowed  down  the  hills  and  through  the  streets. 
Because  there  is  no  sewer  system,  the  streets  are  mud,  and  there 
is  no  water. 

We  drove  up  and  met  with  some  workers,  and  as  we  did,  we  saw 
a  woman  throw  her  garbage  in  the  river,  a  river  that  had  garbage 
and  raw  sewage  in  it,  and  children  were  playing  in  the  river. 

Later  in  the  day,  we  met  a  group  of  workers  and  colonias  leaders 
to  discuss  what  their  lives  were  like.  Despite  their  living  condi- 
tions, they  all  were  very  proud  people  and  insisted  on  serving  us 
a  lunch  that  they  had  prepared  even  though  they  are  very  poor. 
They  couldn't  understand  why  the  system  didn't  work  for  them, 
why  unions  don't  represent  them,  why  the  political  system  doesn't 
respond  to  their  needs.  They  talked  about  being  fired  if  you  com- 
plained, about  being  fired  if  you  tried  to  set  up  a  union.  They  com- 
plained about  why  the  rich  get  richer  and  their  lives  never  seem 
to  change. 

We  then  travelled  to  an  abandoned  U.S.  lead  recycling  facility. 
We  were  met  by  two  Americans  who  claimed  to  be  environmental 
engineers,  hired  by  the  Mexican  Government  to  assess  longstand- 
ing problems  at  the  site.  They  refused  to  let  us  enter  the  site  claim- 
ing that  "level  C"  gear  was  required  to  be  on  the  site  and  to  be 
safe. 

Behind  the  facility  was  a  dairy  whose  milk  was  sold  to  the  citi- 
zens of  Tijuana.  A  number  of  cows  from  the  dairy  have  died  from 
lead  poisoning.  We  then  went  back  to  the  facility  and  walked 
through  a  break  in  the  fence  in  the  back  to  see  the  Mexican  work- 
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ers  with  only  boots  on,  no  level  category  C  clothing,  trying  to  clean 
up  the  piles  of  lead  and  other  waste. 

Later,  we  went  to  the  fence  separating  the  United  States  from 
Mexico  and  saw  what  perhaps  is  the  most  amazing  sight  that  we 
saw.  Sitting  on  a  small  levy  hill  overlooking  the  fence  were  hun- 
dreds of  Mexicans  waiting  to  cross  the  border,  and  while  we  were 
talking  to  the  border  patrol  officers,  we  saw  five  Mexicans  climb 
the  fence  and  rush  to  the  U.S.  side.  An  officer  sped  off  and  was 
able  to  capture  one  of  the  Mexicans  as  he  was  climbing  over  the 
fence. 

I  might  add  that  one  of  the  border  patrol  officers  told  me  that 
on  many  nights  there  are  thousands  of  Mexicans  who  come  over  as 
soon  as  it  gets  dark,  and  he  said,  "When  they  come,  we  simply  get 
in  our  cars  and  lock  the  doors  and  hope  for  the  best";  that  they 
won't  come  get  them. 

All  of  these  problems  exist  today.  Tonight,  there  will  be  all  of 
these  people  standing  above  that  fence.  We  need  a  NAFTA  that 
acts  as  a  catalyst  for  change.  A  NAFTA  done  correctly  will  help 
solve  these  problems.  But  the  current  NAFTA,  in  my  view,  will  do 
little  to  promote  real  change  and  could  continue  the  hemorrhage  of 
jobs  from  America  to  Mexico. 

The  current  NAFTA  will  do  nothing  to  stem  the  tide  of  pollution 
that  endangers  the  health,  safety,  and  welfare  of  citizens  on  both 
sides  of  the  border.  The  current  NAFTA  will  do  nothing  to  help 
recreate  the  link  between  productivity  and  wages  by  empowering 
the  workers  through  the  unions  there  and  through  their  political 
system  in  Mexico. 

Mr.  Chairman,  over  the  last  2  years,  I  and  others  in  the  Con- 
gress have  offered  a  number  of  proposals  that  we  believe  will  help 
ensure  that  NAFTA  is  a  success  for  all  three  countries  and  all  of 
our  people.  I  have  offered  my  views  privately  to  President  Clinton 
and  the  administration  and  will  work  closely  with  them  in  the  com- 
ing weeks.  While  I  will  be  flexible  and  try  to  be  creative  in  offering 
solutions  to  the  problems  in  the  negotiation  that  exist,  I  will  also 
be  resolute  in  my  determination  to  solve  these  problems. 

I  am  hopeful  that  the  negotiations  will  occur  amidst  an  atmos- 
phere of  cooperation.  But  let  me  be  clear.  I  will  not  support  an 
agreement  that  does  not  provide  for  enforcement  of  labor  and  envi- 
ronmental laws.  I  look  forward  to  working  with  you,  members  of 
the  subcommittee,  and  other  Members  of  Congress  and  people  in 
both  Mexico  and  Canada  in  ensuring  a  productive  partnership  for 
progress,  which  I  fervently  believe  we  have  the  opportunity  with 
these  treaties  to  achieve. 

The  last  thing  I  would  say  is  in  the  meeting  in  the  colonias,  I 
got  the  distinct  impression  from  talking  to  the  Mexican  people  that 
they  look  to  us  who  are  in  leadership  positions  here  to  help  get  a 
set  of  agreements  that  will  help  them,  as  well  as  our  own  people. 
We  have  a  responsibility  to  our  constituents,  first  and  foremost.  We 
also  have  a  responsibility  to  our  entire  country  but,  I  think  in  this 
case,  also  to  Mexico  and  Canada  to  get  a  treaty  that  really  works 
and  really  is  a  force  for  progress. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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Mr.  Chairman,  I  want  to  thank  you  for  providing  me  the  opportunity  to  testify  before 
you  today  on  the  North  American  Free  Trade  Agreement.  Less  than  one  week  from  today. 
Ambassador  Kantor  will  sit  down  with  his  counterparts  from  Canada  and  Mexico  to  begin 
what  they  hope  is  the  final  stage  of  negotiations. 

You  are  well  aware  of  my  deep  interest  in  this  issue.  I  have  travelled  to  Mexico  on 
five  separate  occasions,  having  just  returned  from  a  trip  to  San  Diego/Tijuana  with  a 
number  of  other  members  of  the  House  last  week.  I  have  spent  countless  hours  reviewing 
the  negotiations  and,  indeed,  the  entire  issue. 

The  status  quo  trading  relationship  with  Mexico  is  unacceptable.  That  is  why  I 
supported  President  Bush's  request  for  fast-track  trade  negotiating  authority.  I  believed 
then,  as  I  believe  now,  that  it  was  important  to  see  what  these  negotiafions  can  yield. 

I  stand  ready  to  work  with  President  Clinton  and  his  Administration  during  the 
upcoming  negotiations  with  the  Mexican  and  Canadian  governments  on  the  supplemental 
agreements  that  the  President  called  for  in  his  speech  during  the  campaign.  But,  these 
supplemental  agreements  must  aggressively  address  certain  deficiencies  in  the  current 
NAFTA  if  they  are  to  effectively  deal  with  the  concerns  that  I  and  many  others  have. 

These  are  not  academic  concerns.  Having  just  returned  from  another  trip  to  the 
border,  I  become  more  and  more  concerned  each  day  as  to  whether  we  can  actually  address 
these  problems. 

I  will  not  support  a  NAFTA  on  a  leap  of  faith. 

But,  I  want  to  take  a  minute  to  talk  about  President  Salinas  and  the  good  things  his 
Administration  has  done  over  the  last  several  years.  He  has  made  major  strides  in  making 
changes  in  his  country  --  changes  for  the  good.  Sure,  there  is  a  long  way  to  go,  but  since  I 
started  spending  a  great  deal  of  time  on  this  issue  --  and  travelled  to  Mexico,  I  have  seen 
the  changes.   He  deserves  a  tremendous  amount  of  credit  for  the  work  he's  done. 
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I  want  these  changes  to  continue.  But,  I  will  not  support  an  Agreement  that  relies 
on  promises  of  what  might  be.  I  want  an  Agreement,  the  enforcement  of  which  does  not 
depend  on  which  Administration  is  in  office  in  any  of  the  three  countries.  I  want  an 
Agreement  that  will  stand  the  test  of  time. 

On  my  most  recent  trip,  we  went  to  the  Sanyo  plant  in  Tijuana  unaimounced.  The 
plant  manager  was  kind  enough  to  see  us  and  was  extremely  candid  in  his  discussions.  He 
pointed  out  that  the  workers  there  were  extremely  well  trained,  motivated,  productive  and 
cheap.  The  average  worker  was  18  years  old  and  made  between  $55-60  a  week.  The 
manager  made  the  comment  that  he  didn't  believe  that  any  company  in  the  U.S.  with  more 
than  500  employees  that  was  labor  intensive  could  survive  after  the  NAFTA  because  of 
competitive  pressures.  I  might  point  out  that  the  sister  plant  to  his  facility  is  located  in 
Forrest  City,  Arkansas.  The  plant  manager  said  that  employment  at  the  Arkansas  facility 
had  declined  significantly  while  Mexican  employment  now  amounted  to  roughly  1000  people. 

We  then  travelled  to  the  colonias  where  these  workers  lived.  Their  homes  were  at 
the  bottom  of  a  hill  from  the  industrial  park.  When  heavy  rains  came,  as  they  did  just  a  few 
weeks  ago,  industrial  waste  flowed  down  the  hill  through  the  streets. 

We  drove  up  to  meet  with  some  workers.  As  we  did,  we  saw  a  woman  throw  her 
garbage  into  the  river  -  a  river  that  had  garbage  and  raw  sewage  in  it.  Children  were  also 
playing  in  the  river. 

Later  in  the  day,  we  met  a  group  of  workers  and  colonias  leaders  to  discuss  what 
their  lives  were  like.  Despite  their  living  conditions,  they  all  were  proud  people.  They 
couldn't  understand  why  the  system  didn't  work  for  them.  Why  the  unions  didn't  represent 
them.  Why  the  political  system  didn't  respond  to  their  needs.  Why  the  rich  got  richer  and 
their  lives  never  seemed  to  change. 

We  then  travelled  to  an  abandoned  U.S.  lead  recycling  facility.  We  were  met  by  two 
Americans  who  claimed  to  be  environmental  engineers  hired  by  the  Mexican  government 
to  assess  the  problems  at  the  site.  They  refused  to  allow  us  to  enter  the  site,  claiming  that 
"level  C  gear  was  required.  Behind  the  facility  was  a  dairy  whose  milk  was  sold  to  the 
citizens  of  Tijuana.  A  number  of  cows  from  the  dairy  have  died  from  severe  lead  poisoning. 
We  then  went  to  the  back  of  the  facility,  and  walked  through  a  break  in  the  fence  to  see 
Mexican  workers  --  with  only  boots  on  --  trying  to  clean  up  the  massive  piles  of  lead  and 
other  waste. 

Later  we  went  to  the  fence  separating  the  U.S.  from  Mexico  and  saw  what  perhaps 
is  the  most  amazing  site  I  have  ever  seen.  Sitting  on  a  small  hill  overlooking  the  fence  were 
hundreds  of  Mexicans  simply  waiting  to  cross  over  into  the  U.S.  While  we  were  talking  to 
the  border  patrol  officers,  we  saw  5  Mexicans  climb  the  fence  and  rush  into  the  U.S.  An 
officer  sped  off  and  was  able  to  capture  one  of  the  Mexicans  as  he  was  climbing  over  the 
fence.  It  was  an  unbelievable  sight. 
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All  of  these  problems  exist  today.  We  need  a  NAPTA  that  acts  as  a  catalyst  for 
change.  A  NAFTA  done  correctly,  will  help  solve  these  problems.  But,  the  current  NAFTA 
will  do  little  to  promote  change  and  could  continue  the  hemorrhage  of  jobs  to  Mexico.  The 
current  NAFTA  will  do  nothing  to  stem  the  tide  of  pollution  that  endangers  the  health, 
safety  and  welfare  of  citizens  on  both  sides  of  our  border.  The  current  NAFTA  will  do 
nothing  to  help  recreate  the  link  between  productivity  and  wages  by  empowering  the 
workers  through  their  union  and  through  their  political  system. 

Mr.  Chairman,  over  the  last  two  years  I  have  offered  a  number  of  proposals  that  I 
believe  will  help  ensure  that  the  NAFTA  is  a  success  for  all  three  countries  and  their 
people.  I  have  offered  my  views  privately  to  President  Clinton  and  his  Administration  and 
will  work  closely  with  them  in  the  coming  weeks.  While  I  will  be  flexible  and  creative  in 
offering  solutions  to  the  problems  that  exist,  I  will  also  be  resolute  in  my  determination  to 
solve  these  problems. 

I  am  hopeful  that  the  coming  negotiations  will  occur  amidst  an  atmosphere  of 
cooperation.  But,  let  me  make  one  thing  perfectly  clear.  I  will  not  support  an  Agreement 
that  does  not  provide  for  enforcement  of  labor  and  environmental  laws.  I  look  forward  to 
working  with  you,  members  of  this  Subcommittee  and  others  in  ensuring  a  productive 
partnership  for  progress. 

(30) 
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Chairman  GIBBONS.  Thank  you,  Mr.  Gephardt.  Your  statement  is 
very  clear,  and  I  guess  we  both  look  forward  to  the  results  of  the 
upcoming  negotiations. 

Like  you,  I  have  been  to  the  Mexican  border,  and  I  must  admit 
not  everything  is  correct  there  by  a  long  shot.  The  situation  when 
vou  compare  their  standard  of  living  and  ours,  their  degree  of 
human  rights  and  things  that  we  take  for  granted,  our  systems  are 
just  not  comparable.  Their  degradation  of  the  environment  and  all 
of  that  is  notorious. 

I  guess  it  is  one  of  the  problems  that  we  face.  It  can't  go  on  for- 
ever, and  we  have  got  to  face  up  to  it  sometime  and  force  if  we  can 
and  help  if  we  can  to  straighten  out  the  conditions  down  there. 
This  opportunity  may  not  present  itself  again. 

I  feel  like  you.  There  is  just  no  way  of  guarding  that  border  be- 
tween the  United  States  and  Mexico.  I  have  visited  it  over  the  last 
50  years  a  number  of  times,  and  I  have  seen  it  from  the  ground 
and  from  the  air,  and  it  is  a  very  porous  border. 

If  we  made  any  attempt  to  block  that  border  by  any  means  that 
we  could  imagine,  and  I  don't  know  what  it  would  take,  it  would 
just  force  them  to  use  the  sea  and  the  air  and  every  other  thing 
to  get  there.  It  is  just  easier  to  walk  across  now.  Usually,  all  you 
have  to  do  is  just  walk  to  the  end  of  the  fence  and  walk  around. 
If  you  fly  over  that  area,  you  will  see  that  all  the  trails  or  most 
of  the  trails  lead  to  the  end  of  the  fence  or  a  break  in  the  fence, 
and  there  is  access  into  the  United  States,  and  that  piece  of  land 
is  so  great  that  it  is  not  very  inviting  to  human  beings,  but  it  is 
a  good  escape  route.  So  we  have  got  problems.  I  will  agree. 

Let's  see.  Barbara. 

Ms.  Kennelly.  Thank  you,  Mr.  Gibbons. 

Thank  you,  Mr.  Gephardt.  I  don't  think  we  will  solve  the  problem 
of  Mexican  citizens  crossing  the  border,  but  what  Mr.  Gephardt  has 
been  speaking  to  is  the  crossing  of  American  jobs  to  Mexico,  and 
I  thank  the  majority  leader  for  his  outstanding  statement  and  his 
commitment  to  this  situation. 

I  would  be  honored  if  you  would  let  me  join  in  those  remarks 
with  you  because,  as  a  member  of  this  subcommittee,  I  voted  as  a 
member  of  the  full  committee  for  fast  track,  but  with  the  under- 
standing of  those  same  understandings  that  you  referred  to,  and  I, 
too,  feel  that  I  will  not  be  able  to  vote  for  the  NAFTA  unless  very 
definite  changes  have  come  about. 

So  I  thank  the  majority  leader  because  with  his  position  he  can 
help  us  do  what  we  have  to  do,  and  I  thank  you  for  that  outstand- 
ing statement. 

Mr.  Gephardt.  I  thank  you  very  much,  and  we  will  need  all  the 
help  we  can  get. 

The  vote  on  fast  track  was  close.  I  would  say  to  the  gentlelady, 
if  that  was  close,  then  this  is  going  to  be  close,  in  my  view,  and 
I  think  it  is  awfully  important  that  we  get  a  lot  of  members  deeply 
involved  in  this  issue  in  the  negotiations,  so  that,  when  we  get  the 
voting  on  the  implementing  legislation  on  the  floor,  we  have  lots 
of  people  with  extensive  knowledge  and  information  about  it.  I 
think  if  we  don't  do  that,  then  it  is  going  to  be  very  difficult,  if  not 
impossible,  to  carry  this  through  even  with  a  good  set  of  agree- 
ments. So  I  welcome  your  participation. 
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I  think  it  is  also  important  to  go  to  the  border.  I  had  some  Mem- 
bers who  are  fresh  people,  and  I  really  believe  the  only  way  you 
can  get  people  to  finally  do  this  in  a  very  tough  political  issue  is 
if  they  really  understand  the  problem  and  then  believe  in  their 
heart  that  the  solution  we  have  come  up  with  has  a  good  credible 
chance  of  solving  some  of  the  problems.  Then  you  can  stand  and 
defend  it  to  your  constituency,  but  if  you  don't  understand  it  and 
you  don't  think  the  solutions  are  any  good,  then  I  don't  see  how  you 
can  bring  it  off  politically  at  home.  So  I  welcome  your  participation. 

We  will  be  taking  other  groups  to  the  border,  if  you  want  to  go. 

Chairman  Gibbons.  Mr.  Coyne. 

[No  response.] 

Chairman  Gibbons.  Mr.  Hoagland. 

Mr.  Hoagland.  I  do  have  a  couple  of  questions. 

Dick,  it  is  certainly  a  pleasure  to  hear  and  read  your  very 
thoughtful  testimony,  but  it  is  quite  disconcerting,  isn't  it,  because 
of  the  magnitude  of  the  problems  and  the  difficulty  that  we  will 
have  being  able  to  handle  them  while  we  respect  issues  of  sov- 
ereignty at  the  same  time. 

Let  me  paraphrase  a  passage  from  a  new  book,  "NAFTA,  x\n  As- 
sessment," by  the  same  two  gentlemen  that  wrote  "North  American 
Free  Trade  Issues  and  Recommendations,"  in  March  of  1992.  Gary 
Huffbauer  and  Jeffrey  Shott  wrote  a  book,  sort  of  setting  targets 
for  our  negotiators,  and  now  have  written  a  book  analyzing  the 
treaty.  It  rates  the  success  of  the  treaty  in  several  different  cat- 
egories. 

It  notes,  incidentally,  that  in  terms  of  breaking  down  barriers  to 
agricultural  trade,  it  is  a  landmark  treaty  and  it  could  hardly  have 
done  a  better  job. 

But  in  terms  of  what  we  should  do  to  deal  with  the  immigration 
situation,  they  maintain  on  page  19  that  for  every  1-percent  in- 
crease in  Mexican  capital  stock — Mexican  capital  stock  right  now 
is  about  $500  billion  in  Mexico — for  every  1-percent  in  Mexican 
capital  stock,  we  reduce  the  level  of  permanent  migration  from 
Mexico  to  the  United  States  by  44,000  workers. 

An  incremental  growth  of  $31  to  $53  billion,  they  maintain, 
owing  to  NAFTA,  would  augment  capital  stock  in  Mexico  by  6  to 
10  percent. 

Mr.  Gephardt.  How  much  percent? 

Mr.  Hoagland.  Six  to  ten,  increase  it  by  6  to  10  percent.  They 
don't  give  a  time  period  here.  Presumably,  more  than  just  a  couple 
of  years,  I  would  expect.  And  that  would  reduce  permanent  immi- 
gration by  at  least  260,000  workers,  they  maintain,  from  levels 
that  would  otherwise  be  reached.  They  base  that  conclusion  on  a 
mode,  general  equilibrium  model  devised  by  two  other  authors. 

We  talked  to  Mr.  Kantor  about  this  problem  this  morning,  too. 
I  am  just  perplexed  as  to  exactly  how  we  can  take  measures  that 
will  deal  directly  with  those  problems — I  don't  want  to  sound  pessi- 
mistic— other  than  by  working  to  generally  raise  the  standard  of 
living  in  Mexico.  Clearly,  that  will  help  all  of  these  problems. 

Maybe  giving  the  commissions  some  sort  of  appellate  authority, 
so  that  there  is  some  sort  of  authority  to  appeal,  to  a  body  of  the 
Congress  or  the  administration,  that  can  impose  mandates.  They 
would  be  able  to  strengthen  the  commission  concept.  The  commis- 
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sions  that  I  am  talking  about  are  the  ones  that  we  may  try  to  nego- 
tiate the  existence  of  in  the  coming  week. 

Mr,  Gephardt.  I  think  we  have  to  search  for  a  number  of  ways 
of  trying  to  deal  with  these  problems.  One  suggestion  is  to  have  a 
continuing  look  as  you  go  along  at  the  link  between  wages  and  pro- 
ductivity in  Mexico  to  see  that  progress  is  being  made  in  some 
measured  way. 

One  of  the  problems,  the  odd  thing  in  Tijuana,  to  take  an  exam- 
ple, which  is  the  largest  concentration  of  maquiladoras,  is  that 
even  with  these  low  wages,  they  have  signs  on  virtually  every  fac- 
tory asking  for  employees.  The  turnover  rate  is  very  high.  The 
problem  is  you  have  got  all  these  people  coming  from  the  interior 
of  the  country  to  get  these  low-wage  jobs,  and  then  as  they  learn 
about  America,  they  hit  the  fence,  and  so  there  is  a  terrific  turn- 
over. 

We  all  must  keep  in  our  mind  that  this  is  a  country  of  90  million 
people  on  its  way  to  120  million  people,  I  am  told,  by  the  end  of 
the  century,  and  75  percent  of  the  people  today  are  25  years  of  age 
or  less.  So  this  is  a  rapidly  expanding  population,  very  young,  and, 
therefore,  the  pressure  for  turnover  is  very  high. 

Having  said  all  of  that,  we  have  to  search  for  ways  that  we  can 
use  the  leverage  of  the  treaty  to  try  to  get  progress  to  be  made  in 
the  application  of  their  labor  laws,  in  the  formation  of  better  collec- 
tive bargaining  agreements  and  mechanism  in  seeing  that  wages 
are  better  tied  to  productivity  and,  in  some  how,  with  having  a 
mechanism  by  which  you  can  withdraw  some  of  the  benefits  at 
least  momentarily  or  for  a  period  of  time  if  those  things  are  not 
happening. 

I  think  you  need  some  surge  mechanisms  on  imports  and  jobs 
leaving  the  United  States  in  certain  industries.  On  the  environ- 
ment, I  realize  we  have  got  a  sovereignty  problem,  but  there  must 
be  some  way  we  can  figure  out  to  have  a  binational  commission 
that  has  both  inspection  and  some  kind  of  enforcement  capabilities 
on  both  sides  of  the  border. 

I  don't  buy  this  idea  that  we  can't  be  for  that,  because  it  would 
apply  on  our  side  of  the  border.  I  think  the  border  is  a  very  special 
place.  This  border  is  with  terrific  problems  that  are  unique.  Surely, 
we  can  find  a  legal  precedent  for  setting  up  this  kind  of  a  commis- 
sion. 

I  can't  bring  myself  to  vote  for  a  treaty  or  agreements  that  sim- 
ply are  setting  up  a  commission  to  kind  of  review  the  bidding  and 
to  complain  to  somebody  that  is  not  going  to  be  able  to  do  anything 
if  the  problems  aren't  being  resolved. 

I  mean,  the  problems  are  immense,  as  the  Chairman  said.  I 
mean,  the  environmental  problems  are  not  the  only  ones  you  are 
going  to  try  to  solve  in  the  future.  It  is  the  ones  that  are  already 
there  that  are  just  mind-boggling.  To  think  that  we  are  just  going 
to  give  this  a  lick  and  a  promise  just  makes  no  sense  to  me. 

On  the  other  hand,  as  the  chairman  said,  this  is  an  opportunity 
for  us.  We  don't  do  anybody  any  good  if  we  can't  figure  out  some 
answers  in  this  treaty.  I  mean,  it  will  just  get  worse  and  worse  and 
worse.  Left  unattended,  these  problems  are  awful  and  not  chang- 
ing. So  we  have  got  to  make  short-term,  medium-term,  and  long- 
term  progress. 
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Yes,  you  are  right.  Ultimately,  the  answer  to  this  is  getting  their 
standard  of  living  to  come  up  to  ours.  That  is  not  going  to  happen 
overnight,  and,  in  the  meantime,  there  has  got  to  be  some  teeth  in 
this  agreement  in  order  to  accelerate  that  progress. 

Mr.  HOAGLAND.  May  I  have  unanimous  consent  for  another 
minute  or  2,  Mr.  Chairman?  Is  that  all  right? 

Chairman  GIBBONS.  Why  don't  we  go  on  and  then  come  back  to 
you. 

Mr.  HOAGLAND.  That  is  fme.  Thank  you. 

Mr.  McNULTY.  I  will  save  some  time,  Mr.  Chairman.  I  don't  have 
a  question.  I  just  want  to  associate  myself  with  the  remarks  of  Ms. 
Kennelly  and  thank  the  majority  leader  for  his  statement  because 
I  think  he  really  has  put  his  finger  on  the  issue. 

Regardless  of  how  you  feel  about  NAFTA,  I  think  the  fact  of  the 
matter  is,  politically,  that  this  agreement  would  not  be  adopted  in 
the  Congress  in  its  present  form,  and,  therefore,  the  side  agree- 
ments become  all  important  in  the  overall  scheme  of  things. 

I  just  look  forward,  Dick,  to  working  with  you  in  the  weeks  and 
months  ahead  to  make  sure  that  these  supplemental  agreements 
are  both  substantive  and  enforceable,  so  that  we  can  move  forward, 
and  I  thank  you  for  your  testimony. 

Mr.  Gephardt.  Thank  you. 

Chairman  Gibbons.  Mr.  Neal,  go  ahead. 

Mr.  Neal.  Thank  you.  I  don't  really  have  a  question  either,  Mr. 
Chairman,  as  much  as  a  follow  through  on  the  discussion  I  had 
with  the  leader  at  a  luncheon  that  he  had  about  2  weeks  ago.  I  ex- 
pressed my  reservations  about  the  treaty  in  its  current  form  based 
upon  my  concern  that  retraining  has  come  to  mean  lower  wage. 
Certainly,  that  is  true  across  the  northeast. 

Many  of  us  who  came  to  the  House  a  few  years  ago  believed  at 
that  time  that  your  position  was  the  model  or  standing  up  on  trade 
policies  across  the  world,  and  many  of  us  were  inspired  by  your  po- 
sitions. I  certainly  would  continue  to  look  to  you  for  guidance  as 
this  process  unfolds,  and  I  think  that  much  of  what  you  have  had 
to  say  in  the  past  gives  you  extraordinary  credibility  as  the  discus- 
sions culminate  with  a  vote,  up  or  down,  on  this  issue,  and  I  appre- 
ciate your  leadership  on  it. 

Mr.  Gephardt.  I  thank  the  gentleman. 

Chairman  Gibbons.  Sander. 

Mr.  Levin.  Thank  you,  Mr.  Chairman. 

Just  briefly,  I  enjoyed  very  much  joining  you  on  the  trip.  I  think 
you  describe  it  most  effectively,  as  always.  Your  sentence  here  in 
your  conclusion,  "While  I  will  be  flexible  and  creative  in  offering  so- 
lutions to  the  problems  that  exist,  I  will  also  be  resolute  in  my  de- 
termination to  solve  these  problems,"  I  think  that  is  a  basis  for  the 
administration  and  the  subcommittee,  if  I  might  say  so,  and  the 
full  committee  joining  together  to  approach  the  thorny,  thorny 
problems  that  come  when  we  put  together  two  very  disparate 
economies. 

We  can't  do  it,  as  you  say,  by  a  blind  leap  of  faith.  We  also  can't 
do  it  by  just  blindly  being  blind  to  the  changes  that  are  going  on 
and  saying  we  don't  want  to  look  at  them.  Changes  are  coming.  We 
have  to  address  them.  We  have  to  find  a  basis  for  a  more  effective 
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and  active  commercial  relationship  with  Mexico  and  the  rest  of  the 
world. 

Thank  you  very  much. 

Mr.  Gephardt.  Thank  you. 

Chairman  GIBBONS.  Peter. 

Mr.  HoAGLAND.  Mr.  Chairman,  if  I  might.  It  sounds  to  me,  Dick, 
like  the  way  you  have  described  the  problems  and  the  way  you 
have  described  the  authorities  that  you  would  like  the  North  Amer- 
ican commissions,  if  we  call  them  North  American  commission,  the 
trilateral — is  that  the  proper  way  of  calling  it,  trilateral? 

Mr.  Gephardt.  It  is  probably  not  a  good  word. 

Mr.  HOAGLAND.  Anyway,  that  all  three  countries  are  going  to  ac- 
tually be  prepared  to  yield  some  sovereignty  to  those  commissions 
if  they  are  to  have  the  authority  to  enter  enforcement  orders  on 
questions  of  pollution,  the  polluting  of  the  stream  that  you  de- 
scribed with  garbage  and  sewerage  and  so  forth. 

Mr.  Gephardt.  I  think  that  is  right. 

Let  me  just  tell  you  a  story.  Congressman  Filner  took  us  to  a 
breakfast  7  o'clock  in  the  morning  before  we  went  out  on  our  tour, 
and  we  met  with  the  San  Diego  city  officials  who  have  been  in- 
volved in  diverting  the  Tijuana  River  all  the  way  around  San  Diego 
out  into  a  treatment  facility  that  San  Diego  built  many  years  ago 
for  sewerage. 

The  reason  they  did  that  was  that  there  is  so  much  raw  sewerage 
in  the  Tijuana  River  that  people  in  San  Diego  were  getting  ill,  and 
children  were  getting  illnesses  from  living  that  close  to  the  river. 

At  San  Diego's  cost,  today  they  have  moved  the  whole  river  com- 
pletely around  San  Diego  to  go  through  their  waste  water  treat- 
ment plant,  and  you  can  imagine  the  reaction  of  the  San  Diego's 
citizens  paying  the  tab  for  that. 

I  tell  that  anecdote  as  a  way  of  suggesting  that  this  border  today 
is  not  living  up  to  sovereignty.  Do  you  understand?  Environmental 
conditions  are  today  affecting  both  countries  dramatically.  So,  to 
create  or  to  maintain  some  fiction  of  sovereignty,  it  makes  no  sense 
to  me. 

Now,  I  used  to  be  trained  as  a  lawyer,  and  I  understand  what 
all  of  those  words  mean,  I  think,  but  we  have  got  to  find  new  defi- 
nitions for  those  words.  We  have  to  find  a  way  of  being  able  to 
treat  that  border,  at  least  the  border.  I  can  understand  an  argu- 
ment that  you  go  so  many  miles  beyond  the  border  and  this  com- 
mission couldn't  apply.  But  for  some  amount  of  space  on  that  bor- 
der on  both  sides,  I  believe  we  have  to  have  some  extra  legal  orga- 
nization that  can  bring  about  progress  on  the  environment. 

Mr.  HOAGLAND.  So  maybe  something  with  even  greater  authority 
than  the  United  Nations — the  United  Nations  acts  through  the  Se- 
curity Council  with  five  of  nine  members — maybe  a  three  member 
council,  two  of  the  three  of  which  could  carry  a  vote  with  enforce- 
ment powers? 

But  it  sounds  like  we  are  contemplating  a  commission  with  au- 
thority that  we  haven't 

Mr.  Gephardt.  To  complain. 

Mr.  HOAGLAND.  To  complain  and  to  enforce? 

Mr.  Gephardt.  Just  complain,  as  I  get  it.  I  mean,  I  don't  know 
what  the  negotiation  will  be  about,  and  I  don't  know  what  our  posi- 
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tion  will  ultimately  be.  But  I  am  worried  about  a  position  that  says 
let's  have  a  commission  that  can  hear  problems  and  complaints  and 
then  complain  to  the  other  side.  That,  to  me,  is  insufficient. 

Mr.  HOAGLAND.  Then  it  will  be  like  all  of  the  other  international 
commissions  and  courts  that  we  have.  I  mean,  I  think  it  has  a 
great  deal  of  promise,  and  I  think  we  are  going  to  need  a  kind  of 
a  commission  to  which  the  countries  do  yield  some  sovereignty,  per- 
haps geographically  limited,  that  has  some  real  authorities,  some 
real  enforcement  authorities,  and  that  all  three  countries  that 
enter  into  the  negotiations  maybe  need  to  be  prepared  to  give  up 
some  of  that  kind  of  sovereignty  for  it  to  work. 

Mr.  Gephardt.  While  I  have  got  you  on  the  point,  let  me  reit- 
erate something  I  didn't  say  in  today's  testimony  and  I  have  said, 
though,  before,  and  that  is  a  lot  of  these  problems  beyond  the  legal 
tangles  come  down  to  money,  and  it  is  money  on  Mexico's  side  that 
is  so  short  in  terms  of  their  own  enforcement  capability.  It  is  why 
in  terms  of  our  own  training  programs  in  terms  of  this  kind  of  a 
commission  that  I  see  the  need  for  some  kind  of  revenue  source, 
so  that  we  can  bring  off  these  activities. 

I  am  not  about  to  put  up  with,  again,  a  promise  that  we  will  fmd 
this  in  the  budget,  which  is  what  President  Bush  said  on  the  train- 
ing business,  "Oh,  we  will  fmd  that  in  the  budget."  All  of  you  know 
there  is  no  room  in  the  budget.  There  is  no  money  in  the  budget. 

But  if  there  is  economic  activity  going  on,  on  the  border,  that  is 
meaningful,  then  somehow  we  have  got  to  get  the  revenue  out  of 
that  economic  activity,  I  think.  I  suggested  a  cross-border  trans- 
action tax.  I  know  all  of  the  criticism  of  it.  I  am  happy  to  hear 
other  ideas,  but  it  is  going  to  take  ultimately  money  to  build  the 
infrastructure,  to  enforce  the  environmental  laws,  to  get  some  of 
this  progress  to  be  made. 

I  know  nobody  wants  to  hear  about  that,  but,  again,  we  have  got 
to  use  the  treaties  as  a  force  for  progress  to  bring  about  change, 
and  money  ultimately  will  be  required  to  bring  about  the  change. 

If  we  leave  these  treaties  without  producing  the  money,  I  think 
we  fail.  I  don't  think  anything  will  happen.  I  think  the  problems 
will  get  worse,  and  we  will  be  back  here  5  years  from  now  with  an- 
other crisis  on  the  border,  and  we  will  have  done  nothing. 

Mr.  HOAGLAND.  I  am  certainly  delighted  at  the  thought  and  the 
leadership  that  you  are  giving  this  issue,  Dick,  because  if  we  can 
get  an  effective  mechanism  established  with  funding  and  with  real 
authority  to  make  conditions  better  for  people  on  both  sides  of  the 
border,  then  we  will  be  able  to  implement  the  treaty  and  everybody 
will  benefit  in  the  long  term. 

Mr.  Gephardt.  I  thank  you.  I  just  remind  you  of  one  thing. 
Twelve  years  ago  in  Tijuana,  there  were  about  IV2  million  people — 
probably  a  million  people.  Today  there  are  3  million  people.  There 
are  more  people  in  Tijuana  than  there  are  in  San  Diego  by  a  mil- 
lion, and  12  years  ago,  there  was  not  one  maquiladora,  and  today 
there  are  many,  many  plants.  I  forget  the  number,  but  it  is  a  huge 
number  of  plants. 

Those  plants,  both  American  and  Asian  and  coming  from  other 
places,  are  there  in  part  to  get  the  benefit  of  cheaper  labor,  and  I 
understand  that,  and  I  also  understand  if  they  weren't  there,  they 
might  go  to  China  and  we  will  go  through  all  those  arguments. 
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But  if  they  are  gaining  an  economic  advantage  by  being  there, 
and  surely  they  are,  then  they  have  to  be  asked  to  bear  part  of  the 
cost  of  the  pollution  and  the  difficulties  and  the  infrastructure 
needs  that  have  to  be  there  to  support  these  activities. 

Again,  I  will  say  it  again.  If  we  let  this  opportunity  go  by  without 
producing  that,  then  we  have  just  asked  for  a  much  larger  and 
greater  problem. 

Mr.  HOAGLAND.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  All  right.  We  have  got  a  vote  on.  Since  we 
are  at  the  end  of  this  panel,  we  will  break,  go  get  the  vote,  and 
then  come  back  with  the  panel  that  begins  with  the  wildlife  envi- 
ronmentalist. 

Mr.  Gephardt.  Thank  you  very  much. 

Chairman  Gibbons.  Thank  you  very  much. 

We  will  go  vote. 

[Recess.] 

Chairman  GIBBONS.  I  wonder  if  we  could  get  the  National  Wild- 
life Federation,  the  Sierra  Club,  Environmental  Defense  Fund,  and 
Public  Citizen's  Congress  Watch  to  the  table. 

All  right.  Let's  see.  The  National  Wildlife  Federation.  Mr.  Hud- 
son, you  are  first  on  the  list  here.  So  we  will  take  you  first. 

STATEMENT  OF  STEWART  J.  HUDSON,  LEGISLATIVE  REP- 
RESENTATIVE, INTERNATIONAL  PROGRAMS  DIVISION,  NA- 
TIONAL WILDLIFE  FEDERATION 

Mr.  Hudson.  The  testimony  says  "good  morning."  Of  course,  it 
is  the  afternoon. 

Chairman  Gibbons.  Unfortunately,  you  are  correct. 

Mr.  Hudson.  I  am  Stewart  Hudson,  the  legislative  representa- 
tive for  the  International  Programs  Division  of  the  Federation, 
which  is  the  Nation's  largest  private  conservation  organization 
with  over  5.3  million  members  and  supporters. 

At  the  Georgetown  University  Law  Center  last  Friday,  your  col- 
league, Congressman  Michael  Andrews,  stated  that,  "The  environ- 
ment," and  I  quote,  "can  be  the  winner  from  closer  United  States- 
Mexico  relations,  but  it  takes  careful  planning  and  vigilance."  I  can 
think  of  no  better  reason  to  pursue  supplemental  environmental 
agreements  to  the  NAFTA  text. 

Clearly,  while  the  NAFTA  details  the  process  of  economic  inte- 
gration between  our  three  countries,  if  we  fail  to  negotiate  supple- 
mental agreements  on  trade  and  environment  in  North  America, 
this  may  well  lead  to  the  defeat  of  NAFTA  itself 

In  the  coming  weeks,  this  committee  will  have  a  pronounced  role 
in  reviewing  these  supplemental  accords  as  well  as  the  enabling 
legislation  for  the  NAFTA.  Consequently,  Members  of  this  commit- 
tee and  the  subcommittee  should  spell  out  their  expectations  for 
the  supplemental  environmental  agreements,  as  Congressman  An- 
drews has  done,  before  these  agreements  are  presented  as  part  of 
the  NAFTA  package. 

The  National  Wildlife  Federation  has  spelled  out  its  policy  ideas 
in  a  report  that  we  have  entitled  the  North  American  Commission 
on  Environment,  and  I  would  ask,  if  it  is  OK,  to  have  that  submit- 
ted for  the  record. 


177 

Chairman  Gibbons.  Let  me  ask  you  how  long  is  it. 

Mr.  Hudson.  Eighteen  pages,  double-sided. 

Chairman  GIBBONS.  Double-sided.  All  right.  We  will  take  it.  Go 
ahead. 

Mr.  Hudson.  Thank  you,  sir. 

Chairman  Gibbons.  It  is  going  to  cost  the  taxpayers  some  money, 
but  go  ahead. 

Mr.  Hudson.  The  Federation  sees  the  formation  of  the  North 
American  Commission  on  Environment  as  instrumental  to  assuring 
that  trade  and  environmental  matters  in  North  America  are  ad- 
dressed from  a  balanced  perspective.  The  mission  of  the  commis- 
sion is  threefold:  the  greening  of  trade  under  NAFTA,  encourage- 
ment of  trilateral  environmental  cooperation,  and  the  promotion  of 
sustainable  development  in  North  America. 

As  it  relates  to  trade  in  North  America,  the  commission  has  sev- 
eral important  functions.  It  should  be  involved  in  the  resolution  of 
trade  disputes  involving  environment,  serve  as  a  public  inquiry 
point,  and  act  as  an  investigatory  and  reporting  body  on  trade  and 
environmental  issues  in  general.  The  commission  must  also  have  a 
role  in  overseeing  the  implementation  of  NAFTA's  environmental 
provisions,  as  well  as  other  NAFTA  articles. 

Perhaps  most  importantly,  the  commission  should  be  empowered 
to  recommend  trade  sanctions  where  lax  enforcement  or  lowering 
of  environmental  standards  is  affecting  trade  between  NAFTA  par- 
ties. While  other  environmental  groups  recommend  even  broader 
powers,  it  is  clear  that  sanctions  should  be  available  as  part  of  the 
menu  of  recommendations  which  the  commission  may  urge  in  cases 
where  parties  fail  to  meet  agreed-upon  product  and  process  stand- 
ards. 

Let  me  depart  from  the  text  for  just  a  second  to  talk  about  the 
sovereignty  issues  that  were  raised  earlier.  We  have  a  concern 
that,  if  the  commission  is  even  in  the  process  of  recommending 
measures  in  the  case  of  lax  enforcement,  that  that  somehow  im- 
pinges on  the  sovereignty  of  the  United  States.  I  can't  help  but 
commend  the  committee  to  look  ever  more  closely  at  the  invest- 
ment chapter  which  guarantees  for  individual  investors  the  right  to 
redress  before  international  panels — not  before  our  courts,  but 
international  panels — which  enable  them  to  seek  awards. 

Senator  Bradley  the  other  day,  in  the  Senate  Finance  Commit- 
tee, asked  a  question  about  whether  the  North  American  Commis- 
sion on  Environment  would  allow  Mexican  citizens  to  challenge  our 
ability  to  enforce  environmental  laws,  and  according  to  the  current 
administration  proposal,  that  is  not  going  to  be  the  case.  But  the 
bottom  line  is  that  some  amount  of  sovereignty  is  going  to  be  ceded 
in  the  creation  of  this  commission  because  we  will  obtain  a  higher 
good,  which  is  environmental  cooperation  and  the  ability  to  realize 
our  global  responsibilities. 

I  think  it  boils  down  to  a  question:  Why  should  we  do  more  for 
private  investors  than  what  we  ought  to  do  for  the  environment 
which,  of  course,  is  of  the  benefit  of  all  citizens? 

Now,  the  North  American  Commission  on  Environment  should 
maintain  a  roster  of  capable  and  impartial  environmental  experts. 
This  way,  we  can  ensure  that  environmental  issues  will  be  re- 
dressed in  environmental  disputes.  The  NACE  must  also  have  a 
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permanent  working  secretariat  whose  daily  interactions  with  the 
public  and  with  policymakers  will  make  it  most  effective. 

Also,  the  NACE  delegation  in  the  United  States  should  be  head- 
ed by  the  EPA  with  the  environmental  agencies  of  Canada  and 
Mexico  leading  their  respective  delegations.  Of  course,  the  input 
and  representation  of  other  agencies  such  as  USTR,  State,  and  In- 
terior, as  well  as  private-sector  advisers,  may  be  sought. 

The  NACE  is  one  of  various  supplemental  environmental  agree- 
ments to  the  NAFTA.  The  other  agreements  will  have  to  address 
issues  such  as  the  upward  movement  of  standards,  guidelines  for 
process  standards,  and,  as  I  noted  earlier,  enforcement  and  cov- 
erage of  environmental  laws. 

In  addition,  the  NAFTA  parties  should  come  to  agreement  on  a 
number  of  technical  clarifications  to  the  NAFTA  text.  For  example, 
though  the  parties  have  publicly  stated  their  commitment  to  assur- 
ing the  right  of  Federal  and  subnational  governments  to  set  their 
appropriate  levels  of  environmental  protection,  the  language  of  the 
NAFTA  does  not  clearly  reflect  this  intention.  We  believe  that  fixes 
to  the  NAFTA  text  would  not  amount  to  renegotiation  and  could 
help  assure  that  NAFTA  meets  its  stated  objective  to  strengthen 
the  development  and  enforcement  of  environmental  laws  and  regu- 
lations. 

One  more  concern  that  is  of  paramount  importance  to  this  com- 
mittee is  the  need  for  adequate  funding  for  environmental  pro- 
grams encompassing  pollution  prevention,  cleanup,  and  enforce- 
ment needs.  There  are  a  variety  of  pricetags  with  regard  to  the 
funding  needs,  but  one  issue  that  gets  short  shrift  and  should  be 
of  particular  interest  to  those  representing  their  northern  border 
States,  is  the  need  for  dealing  with  trade  and  environmental  prob- 
lems on  the  border  between  the  United  States  and  Canada.  We 
have  identified  43  toxic  hot  spots  in  the  Great  Lakes  region,  for  ex- 
ample, that  are  directly  related  to  trade  between  Canada  and  the 
United  States  and  affect  the  environmental  integrity  of  important 
fresh  water  resources,  such  as  river  mouths  and  harbors. 

The  pricetag  for  these  programs  is  enormous.  At  the  same  time, 
if  we  delay  costs,  they  are  only  going  to  get  greater.  The  risk  we 
run  is  that  delaying  these  costs  or  externalizing  the  payment  of 
them  only  increases  the  amount  future  generations  will  pay. 

A  number  of  options  exist  to  tackle  these  funding  challenges. 
Some  have  been  proposed  on  the  Senate  side  by  Senator  Baucus; 
on  the  House  side  by  Representatives  Gephardt,  Richardson, 
Wyden,  and  de  la  Garza.  Similar  very  good  ideas  have  been  put 
forth  by  Dr.  Raul  Hinojosa  and  others  from  the  University  of  Cali- 
fornia. 

Employing  a  variety  of  these  options  is  one  way  of  sharing  the 
burden,  and  I  think  as  we  move  forward  that  is  going  to  be  the 
watch  word  of  funding.  As  Congressman  Andrews  stated  last  Fri- 
day, "Tou  have  to  pay  to  play." 

We  also  have  another  quote  in  our  testimony  that  really  should 
be  attributed  to  Congressman  Richardson  in  which  he  says  that 
"multinational  corporations  with  operations  in  North  America  and 
along  the  border  maquiladora  zones  should  take  a  strong  and  inno- 
vative leadership  role  to  find  solutions  and  contribute  financially  to 
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resolve  these  problems."  My  understanding  is  that  many  of  those 
corporations  in  the  United  States  are  engaged  in  this  process. 

Let  me  get  to  the  end  of  this  testimony,  as  I  don't  want  to  take 
more  of  the  committee's  time,  and  say  that  if  the  United  States, 
Mexican,  and  Canadian  Governments  are  serious  about  negotiating 
supplemental  environmental  agreements  of  the  sort  that  we  have 
articulated,  I  see  no  reason  why  the  NAFTA  would  encounter 
delays  in  meeting  its  January  1,  1994  starting  date. 

The  parties,  however,  have  their  work  cut  out  for  them.  They 
must  come  to  the  table  ready  to  discuss  a  range  of  policy  options 
for  the  creation  of  a  North  American  Commission  on  Environment, 
and  provisions  for  enforcement,  public  participation,  funding,  and 
standards.  Without  these  agreements,  the  NAFTA  risks  derail- 
ment, an  outcome  which  can  and  must  be  avoided  by  a  vigorous 
pursuit  of  these  environmental  concerns. 

In  the  meantime,  Mr.  Chairman,  the  National  Wildlife  Federa- 
tion looks  forward  to  working  with  you  and  the  committee  to  as- 
sure that  the  supplemental  environmental  agreements,  as  well  as 
the  implementing  legislation,  adequately  address  the  environ- 
mental challenges  we  face. 

[The  prepared  statement  and  report  previously  referred  to  fol- 
low:] 


180 

Working  for  the  Nature  of  Tomorrow 

NATIONAL  WILDLIFE   FEDERATION 

1400  Sixteenth  Street,  N  W,  Washington,  DC    20036-2266     (202)  797-6800 


TESTIMONY  OF  STEWART  J.  HUDSON  ON  BEHALF  OF  NATIONAL 
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Good  morning  Mr.  Chairman.  I  am  Stewart  J.  Hudson,  Legislative  Representative  for  the 
Internationa!  Programs  Division  of  the  National  Wildlife  Federation.  The  Federation  is  the 
nation's  largest  private  conservation  organization  with  over  5.3  million  members  and  supporters, 
dedicated  to  the  wise  management  of  natural  resources  and  protection  of  the  global  environment. 

I  appreciate  the  opportunity  to  testify  today  on  the  supplemental  environmental  agreements  to 
the  North  American  Free  Trade  Agreement  (NAFTA). 

At  the  Georgetown  University  Law  Center  last  Friday,  your  colleague,  Congressman  Michael 
Andrews  stated  that  "the  environment  can  be  the  winner  from  closer  U.S. -Mexican  economic 
relations,  but  it  takes  careful  planning  and  vigilance."  I  can  think  of  no  better  reason  to  pursue 
supplemental  environmental  agreements  to  the  NAFTA  text. 

Clearly,  while  the  NAFTA  details  the  process  of  economic  integration  between  Canada,  Mexico, 
and  the  U.S.,  an  element  of  "planning  and  vigilance,"  to  borrow  from  Congressman  Andrews, 
is  missing  for  the  environmental  concerns  related  to  liberalized  trade  in  North  America. 

For  this  reason,  failure  to  negotiate  supplemental  agreements  on  trade  and  environment  in 
North  America  may  well  lead  to  the  defeat  of  NAFTA. 

In  the  coming  weeks,  this  committee  will  have  a  pronounced  role  in  reviewing  these 
supplemental  environmental  accords,  as  well  as  the  enabling  legislation  for  the  NAFTA. 
Consequently,  members  of  this  committee  and  subcommittee  should  spell  out  their 
expectations  for  the  supplemental  environmental  agreements,  as  Congressman  Andrews  has 
done,  before  these  agreements  are  presented  as  part  of  the  "NAFTA  Package"  to  the 
Congress. 

The  National  Wildlife  Federation  has  spelled  out  its  policy  ideas  for  the  negotiation  of  a  North 
American  Commission  on  Environment  (NACE)  and  other  supplemental  environmental 
agreements  in  a  recent  publication  titled  "The  North  American  Commission  on  Environment  and 
Other  Supplemental  Environmental  Agreements:  Part  Two  of  the  NAFTA  Package."  I  will  just 
highlight  the  major  points  of  this  report,  but  ask  that  members  of  this  committee,  or  their  staff, 
take  a  closer  look  at  the  options  we  have  presented. 

We  see  the  formation  of  a  NACE  as  instrumental  to  assuring  that  trade  and  environmental 
matters  in  North  America  are  addressed  from  a  balanced  perspective.  The  NACE's  mission  is 
thus  three-fold:  the  greening  of  trade  under  NAFTA;  encouragement  of  trilateral  environmental 
cooperation;  and  the  promotion  of  sustainable  development  in  North  America. 

As  it  relates  to  trade  in  North  America,  the  NACE  has  several  important  functions.  It  should 
be  involved  in  the  resolution  of  trade  disputes  involving  environment,  serve  as  a  public  inquiry 
point,  and  act  as  an  investigatory  and  reporting  body  on  trade  and  environmental  issues  in 
general.  The  NACE  must  also  have  a  role  in  overseeing  the  implementation  of  NAFTA "s 
environmental  provisions,  as  well  as  other  NAFTA  articles  such  as  amendments  and  accession 
to  the  agreement. 
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Perhaps  most  importantly,  the  NACE  should  be  empowered  to  recommend  trade  sanctions  where 
lax  enforcement,  or  lowering  of  environmental  standards  is  affecting  trade  between  NAFTA 
Parties.  While  other  environmental  groups  recommend  even  broader  powers,  it  is  clear  that 
sanctions  should  be  available  in  situations  where  Parties  fail  to  meet  agreed-upon  product,  and 
process,  standards. 

The  NACE  should  maintain  a  roster  of  capable  and  impartial  environmental  experts,  similar  to 
the  roster  of  trade  experts  created  by  the  NAFTA  Free  Trade  Commission.  This  may  be  the 
most  important  means  of  assuring  an  objective  and  credible  resolution  of  trade  and 
environmental  disputes  under  the  NAFTA.  The  Commission  should  not  be  considered  complete 
without  this  new  body  of  experts. 

Another  relevant  concern  is  the  structure  of  such  an  environmental  commission.  The  NACE 
must  have  a  permanent  working  secretariat,  whose  daily  interactions  with  the  public  and  with 
policy  makers  will  make  it  most  effective.  What  is  clearly  not  acceptable  is  the  idea  that  the 
NACE  might  merely  be  an  annual  talk-fest  involving  environmental  officials  from  the  three 
NAFTA  countries. 

Also,  our  NACE  delegation  must  be  headed  by  the  EPA,  with  the  environmental  agencies 
of  Canada  and  Mexico  leading  their  respective  delegations,  though  the  input  and 
representation  of  other  key  agencies  such  as  USTR,  State,  and  Interior,  as  well  as  private 
sector  advisors,  may  be  sought. 

The  NACE  is  one  of  various  supplemental  environmental  agreements  to  the  NAFTA.  The  other 
agreements  will  have  to  address  issues  such  as  the  upward  movement  of  standards,  guidelines 
for  the  use  of  process  standards,  and  enforcement  and  coverage  of  environmental  laws. 

In  addition,  the  NAFTA  Parties  should  come  to  agreement  on  a  number  of  technical 
clarifications  to  the  NAFTA  text  itself  For  example,  though  the  Parties  have  publicly  stated 
their  commitment  to  assuring  the  right  of  federal  and  sub-federal  governments  to  set  their 
appropriate  levels  of  environmental,  health,  and  safety  protection,  the  language  of  the  NAFTA 
does  not  clearly  reflect  this  intention.  A  similar  ambiguity  centers  around  the  so-called 
"necessary  test"  which,  if  interpreted  broadly,  could  be  used  to  undermine  legitimate 
environmental  standards.  These  fixes  to  the  NAFTA  text  would  not  amount  to  renegotiation, 
and  would  assure  that  NAFTA  meets  its  stated  objective  to  "strengthen  the  development  and 
enforcement  of  environmental  laws  and  regulations." 

One  more  concern  raised  in  our  report  is  the  need  for  adequate  funding  for  environmental 
programs  encompassing  pollution  prevention,  clean-up,  and  enforcement  needs.  Some  of  the 
most  visible  funding  needs  are  undeniably  along  the  U.S. /Mexico  border  and  the  calculated  costs 
are  daunting.  One  estimate  from  the  Institute  for  Interiiational  Economics  lists  a  price  tag  of  $5 
billion  over  five  years,  and  Greenpeace  estimates  these  costs  may  be  as  high  as  $9  billion, 
figures  which  presumably  do  not  account  for  NAFTA-driven  clean-up  needs  in  the  interior  of 
Mexico. 

In  the  debate  about  funding  for  environmental  infrastructure  and  clean-up  along  the  U.S. -Mexico 
border,  we  should  not,  however,  ignore  the  complexity  of  problems  which  we  share  with 
Canada.  Forty-three  toxic  "hot  spots"  in  the  Great  Lakes  region  have  been  identified  by  the 
International  Joint  Commission.  Thirty  of  these  are  in  the  U.S.;  they  are  directly  related  to 
trade  between  Canada  and  the  U.S.,  and  affect  the  environmental  integrity  of  important  fresh 
water  resources,  such  as  river  mouths  and  harbors.  The  Northeast-Midwest  Institute  shows  that 
clean-up  for  just  ten  of  the  U.S.  sites  would  exceed  $3  billion  over  several  years. 

The  price-tag  for  these  programs,  including  pollution  prevention,  clean-up  and  enforcement 
components,  will  easily  exceed  the  availability  of  funds  through  general  revenues;  more 
creative  funding  schemes  will  be  needed.  The  risk  we  run  is  delaying  or  externalizing  the 
payment  of  environmental  costs  which  only  increases  the  amount  future  generations  will 
pay. 
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A  number  of  options  exist  to  tackle  these  funding  challenges.  Some  have  been  proposed  by 
Senator  Baucus  and  Representatives  Gephardt,  Richardson,  Wyden,  and  de  la  Garza.  Similar 
ideas  have  been  put  forth  by  Dr.  Raiil  Hinojosa  and  others  from  the  University  of  California, 
Berkeley,  as  well  as  our  organization. 

Employing  a  variety  of  these  options  is  one  way  of  sharing  the  burden  between  taxpayers  and 
businesses  which  profit  from  liberalized  trade  and  investment.  As  Congressman  Andrews  stated 
last  Friday,  "you  have  to  pay  to  play,"  and  "multinational  corporations  with  operations  in  North 
America  and  along  the  border  maquiladora  zones  should  take  a  strong  and  innovative  leadership 
role  to  find  solutions  and  contribute  financially  to  resolve  these  problems. " 

The  Parties,  as  well  as  those  who  will  benefit  from  the  NAFTA,  must  recognize  that  free  trade 
is  not  cost  free  with  respect  to  the  environment,  and  that  those  costs  must  be  met.  Shared 
sacrifice  is  the  watchword  when  dealing  with  funding  and  NAFTA  environmental  issues,  and 
Congress,  the  Administration,  and  the  other  NAFTA  Parties  should  decide  what  range  of  options 
are  most  appropriate  and  effective  for  dealing  with  the  environmental  challenges  along  our 
borders. 

The  need  for  supplemental  environmental  agreements  to  the  NAFTA  has  helped  forge  a  public 
debate  on  the  direction  U.S.  policy  will  take.  At  the  same  time,  very  little  has  been  pronounced 
by  the  Canadian  and  Mexican  governments  as  to  their  proposals  for  additional  environmental 
negotiations,  even  though  their  citizens  have  voiced  their  concerns  about  giving  NAFTA  a 
proper  environmental  counterpart.  We  are  concerned  that  in  holding  their  cards  close  to  their 
vest,  the  Mexican  and  Canadian  governments  may  be  signalling  their  reluctance  to  negotiate 
supplemental  environmental  agreements  to  the  NAFTA. 

If  the  U.S.,  Mexican,  and  Canadian  governments  are  serious  about  negotiating  supplemental 
environmental  agreements  of  the  sort  which  we,  and  other  environmental  organizations  in  the 
three  countries,  have  called  for,  I  see  no  reason  why  NAFTA  would  encounter  delays  in  meeting 
its  January  1,  1994  starting  date.  The  Parties,  however,  have  their  work  cut  out  for  them. 
They  must  come  to  the  table  ready  to  discuss  a  range  of  policy  options  for  the  creation  of 
a  North  American  Commission  on  Environment,  and  provisions  for  enforcement,  public 
participation,  funding,  and  standards.  Without  these  agreements,  the  NAFTA  risks 
derailment,  an  outcome  which  can  and  must  be  avoided  by  a  vigorous  pursuit  of  these 
environmental  accords. 

In  the  meantime,  Mr.  Chairman,  the  National  Wildlife  Federation  looks  forward  to  working  with 
you  and  the  committee  to  assure  that  the  supplemental  environmental  agreements,  as  well  as  the 
implementing  legislation,  adequately  address  the  environmental  challenges  facing  NAFTA. 
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REPORT  SUMMARY 

Now  that  the  dust  has  settled  from  the  recent 
U.S.  Presidential  election,  a  new  landscape 
affecting  consideration  of  the  North  Ameri- 
can Free  Trade  Agreement  (NAFTA)  has 
emerged.  On  December  17,  1992,  the 
NAFTA  text  was  signed  by  Canadian  Prime 
Minister  Mulroney,  Mexi- 
can  President  Salinas,  and 
former  U.S.  President 
George  Bush  and,  with  the 
blessing  of  the  Clinton 
Administration,  it  now 
seems  certain  that  the 
underlying  text  will  not  be 
renegotiated. 


renegotiation  of  the  NAFTA  text,  the  focus 
of  the  Clinton  Administration  and  the  Cana- 
dian and  Mexican  governments  has  shifted 
to  the  second  part  of  the  NAFTA  package, 
consisting  of  supplemental  agreements 
among  the  three  NAFTA  countries. 
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Nevertheless,   despite  the 
progress  made  in  dealing 
with  environmental  issues 
in   the  current  text,   con- 
cerns  about   the   environ- 
mental consequences  of  the 
NAFTA      still      remain. 
President      Clinton      has 
announced    that    he    will 
address     these     residual 
concerns,     including     the 
creation  of  a  North  American  Commission 
on  Environment  (NACE),  through  supple- 
mental    environmental     agreements    with 
Canada  and  Mexico. 


These  supplemental  agreements,  together 
with  the  NAFTA  text  and  the  NAFTA 
implementing  legislation,  constitute  what 
might  be  referred  to  as  the  "NAFTA  Pack- 
age" (see  fig.  1),  and  it  is  the  contents  of 
this  package,  rather  than  the  NAFTA  text 
alone,  which  will  determine  whether  the 
U.S.  Congress  approves  or  rejects  the 
NAFTA  itself.  While  some  non-governmen- 
tal organizations  continue  to  advocate 
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Figure  1:  The  NAFTA  Package 


Failure  to  negotiate  comprehensive  agree- 
ments on  trade  and  environment  in  North 
America  will  lead  to  the  defeat  of  NAFTA 
by  the  U.S.  Congress.  These  supplemen- 
tal environmental  accords,  building  on  the 
provisions  already  in  the  NAFTA  text, 
wiU  form  an  integral  part  of  the  NAFTA 
package  that  Congress  expects  as  a  condi- 
tion of  its  support  for  the  trade  agreement 
with  Canada  and  Mexico. 

The  purpose  of  this  report  is  to  provide 
some  specific  suggestions  for  what  these 
supplemental  agreements  should  contain,  and 
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what  the  U.S.  Congress  should  expect  from 
the  second  part  of  the  NAFTA  package. 

The  report  is  divided  into  two  parts.  In  the 
first,  we  describe  what  the  Functions  of  the 
North  American  Commission  on  Environ- 
ment should  be,  and  how  it  should  be  con- 
stituted. Aside  from  promoting  environmen- 
tal cooperation  among  the  NAFTA  coun- 
tries, and  implementation  of  the  Earth  Sum- 
mit's goals  for  sustainable  development,  the 
NACE  should  have  an  extensive  mandate  to 
deal  with  trade  and  environmental  issues  in 
North  America.  Key  elements  of  NACE's 
mandate  on  trade  would  include  the  follow- 
ing: 

•  Participate  actively  in  the  NAFTA  dispute 
resolution  process; 


ronment,  this  repwrt  goes  into  more  detail  on 
the  Five  Essential  Elements  of  the  Supple- 
mental Environmental  Agreements  to  the 
NAFTA.    These  elements  include: 

•  Establishment  of  a  timetable  and  process 
for  the  continued  upward  harmonization  of 
environmental  standards  in  North  America, 
relating  to  products  as  well  as  production 
and  process  methods  (PPMs); 

•  Establishment  of  criteria  for  the  use  of 
trade  measures  related  to  PPMs; 

/  Creation  ofjunding  mechanisms  to  fi- 
nance environmental  infrastructure,  and 
pollution  prevention  and  remediation  activi- 
ties, related  to  trade  activities  in  Canada, 
Mexico,  and  the  U.S.; 


•  Investigate  and  report  on  environmental 
concerns  related  to  implementation  of  the 
NAFTA,  and  trade  in  North  America; 

/  Enhance  the  adoption  and  enforcement  of 
environmental  laws  and  regulations  in 
NAFTA  countries; 

/  Ser\'e  as  the  forum  for  any  current  and 
future  negotiations  on  supplememal  environ- 
mental agreements  to  the  NAFTA; 

/  Oversee  implementation  of  NAFTA  provi- 
sions dealing  with  environmemal  concerns; 

/  Participate  in  implementation  of  general 
NAFTA  provisions  that  may  affect  the  envi- 


ronment; and 


/    Serve  as  the  inquiry  point  for  NAFTA 
environmental  issues. 


Aside  from  describing  the  characteristics  of 
the  North  American  Commission  on  Envi- 


/  Developmeru  of  mechanisms  for  enhanc- 
ing the  adoption  and  more  effective  enforce- 
ment of  national  environmental  laws,  partic- 
ularly those  affecting  trade;  and, 

/  Crafting  of  technical  amendments  and 
clarifications  of  existing  NAFTA  text  in 
order  for  the  agreement  to  effectively  realize 
its  stated  environmental  objectives. 

The  supplemental  environmental  agreements, 
and  creation  of  the  NACE,  are  viewed  with 
trepidation  by  those  who  believe  that  addi- 
tional negotiations  will  unnecessarily  delay 
U.S.  Congressional  passage  of  the  NAFTA. 
In  fact,  negotiation  of  these  supplemental 
agreements  is  the  only  way  to  assuage  the 
outstanding  concerns  of  the  103rd  Congress. 
The  Clinton  Administration,  together  with 
the  governments  of  Canada  and  Mexico, 
should  move  to  conclude  these  agreements 
well  before  the  NAFTA  comes  to  a  vote. 
To  do  otherwise  will  consign  the  NAFTA  to 
almost  certain  defeat. 
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THE  NORTH  AMERICAN  COM- 
MISSION ON  THE  ENVIRON- 
MENT 

BACKGROUND 

An  important  early  step  in  addressing 
NAFTA  environmental  issues  is  to  assure 
that  negotiations  on  the  North  American 
Commission  on  the  Environment  (NACE) 
are  on  track.  In  this  context,  the  historical 
evolution  of  this  new  entity  is  imponam  to 
keep  in  mind. 

Initially,  the  National  Wildlife  Federation 
called  for  a  NAFTA  Committee  on  the 
Environment,  analogous  to  the  Committees 
esublished  by  the  NAFTA,  to  follow 
through  on  trade  and  environmental  issues  in 
North  America.  In  informal  discussions,  the 
Bush  Administration  responded  by  suggest- 
ing a  trinational  commission  that  would  deal 
exclusively  with  envirormemat  issues  in 
North  America  but  nQj  have  a  role  in  fol- 
lowing through  on  NAFTA  concerns. 


Subsequently,  USTR  and  the  Administration 
endorsed  the  NWF  proposal  (somewhat 
different  versions  had  also  been  proposed  by 
groups  in  Mexico,  and  other  organizations 
in  the  U.S.),  and  on  September  17,  1992, 
Canada  and  Mexico  joined  the  U.S.  in 
calling  for  negotiations  leading  to  the  cre- 
ation of  the  NACE. 

The  North  American  Commission  on  the 
Environment,  as  endorsed  by  the  Bush 
Administration,  would  monitor  the  imple- 
mentation of  the  environmental  provisions  of 
the  NAFTA,  and  provide  information  on  the 
extent  to  which  NAFTA  countries  enforce 
their  own  domestic  environmental  laws. 
The  Commission  should  make  recommenda- 
tions to  the  NAFTA  Parties  on  environmen- 
tal issues  related  to  trade,  including  future 
changes  in  NAFTA  provisions  that  would 
better  improve  the  environmental  impact  of 
the  agreement. 

As  a  complement  to  the  trade  and  environ- 
ment authority  granted  to  the  Commission, 
it  would  also  be  given  the  responsibility  for 


As  negotiations  on  the  NAFTA  proceeded, 
and  Congressional  attention  to  the  environ- 
ment increased,  the  Bush  Administration's 
position  changed,  and  became  more  favor- 
able to  the  idea  of  a  trinational  commission 
that  would  deal,  at  least  in  pan,  with  envi- 
ronmental concerns  arising  from  the 
NAFTA.  On  September  9,  1992,  NWF  met 
with  Ambassador  Carla  Hills  and  shared 
with  her  an  updated  proposal  for  the  North 
American  Commission  on  Environment 
which  included  a  trade  mandate.  In  Canada, 
influential  organizations  like  Pollution  Probe 
pressured  their  government,  and  conserva- 
tion organizations  in  Mexico  proposed  their 
own  version  of  a  North  American  Commis- 
sion. 


The  NACE's  mission  is  three-fold: 
push  for  the  greening  of  trade 
under NAPTA,  encourage  trilateral 
environmental  cooperation,  and 
promote  sustainable  development 
In  North  America. 


promoting  cooperative  environmental  activi- 
ties within  North  America.  While  this  pan 
of  the  Commission's  mandate  does  not  deal 
directly  with  trade  issues,  by  promoting 
cooperative  efforts  among  the  NAFTA 
countries,  and  a  higher  and  more  harmo- 


187 


nized  level  of  environmental  protection 
among  them,  future  trade  and  environmental 
conflicts  could  be  avoided. 

The  Clinton  Administration's  earliest  views 
on  this  Commission  were  spelled  out  in  a 
speech  delivered  on  the  campaign  trail  on 
October  4,  1992.  Though  the  speech  did 
not  provide  a  detailed  view  of  what  the 
Clinton  Administration  hoped  to  achieve 
through  creation  of  the  NACE,  it  was  clear 
they  intended  to  go  beyond  what  had  been 
proposed  by  the  Bush  Administration. 
Moreover,  Vice  President  Gore  was  to  play 
a  lead  role  in  aniculating  the  Adminis- 
tration's position  on  the  NACE,  and  would 
assure  that  negotiations  with  Canada  and 
Mexico  stayed  on  track. 

Since  the  September  17  announcement,  two 
preliminary  meetings  have  taken  place 
among  representatives  from  the  NAFTA 
countries,  one  in  October  and  one  in  De- 
cember, 1992,  but  official  negotiations  were 
put  on  hold  until  the  Clinton  Administration 
took  office.  At  this  point,  the  first  step  on 
the  part  of  the  Clinton  Administration  should 
be  to  revise  the  existing  U.S.  negotiating 
stance,  which  characterizes  the  NACE  as 
more  of  an  annual  summit  meeting,  rather 
than  a  new  institution  capable  of  dealing 
with  environmental  and  trade  concerns  in 
North  America  on  a  continual  basis. 

In  this  vein,  the  following  description  of  the 
NACE  may  be  useful  in  developing  a  new 
and  stronger  position  for  the  U.S.  with 
respect  to  this  new  and  vital  institution. 


■  Participate  actively  in  the  NAFTA 
dispute  resolution  process. 

There  are  three  phases  to  the  NAFTA  dis- 
pute resolution  process:  consultation  be- 
tween parties;  meeting  of  the  NAFTA  Trade 
Commission  in  cases  where  consultation 
fails  to  resolve  a  dispute;  and  convening  of 
a  NAFTA  panel  in  the  case  where  the  Com- 
mission cannot  resolve  a  dispute.  It  is 
important  that  a  specific  role  be  spelled  out 
for  the  NACE  at  every  step  in  this  process. 
The  NACE  should  begin  by  helping  to 
identify  what  is,  or  is  not,  an  environmental 
dispute.  This  decision  should  not  be  left  to 
NAFTA  trade  experts. 

In  cases  where  a  dispute  involves  environ- 
mental concerns,  a  role  for  the  NACE 
should  be  spelled  out  early,  during  the 
consultation  process.  If  that  process  fails  to 
resolve  a  dispute,  the  NACE  should  be  able 
to  provide  recommendations  as  part  of  the 


Panels  formed  to  resolve  environ- 
mental disputes  under  the  NAFTA 
should  consist  of  a  nugority  of  ex- 
perts drawn  from  the  NACE  roster 
of  environmental  experts... 


NAFTA  Trade  Commission  deliberations. 
In  environmental  cases  involving  Articles 
2005.3  and  2005.4,  which  refer  to  whether 
a  dispute  is  heard  under  GATT  rules  or 
NAFTA  rules,  the  NACE  must  be  able  to 
assure  that  NAFTA  rules  are  applied. 


FTJNCTIONS  OF  THE  NACE 
/.  The  NACE  and  Trade 


If  the  dispute  goes  to  a  panel,  the  NACE 
should  provide  expertise  either  in  the  form 
of  "friend-of-the-court"  type  briefs  or  in 
response    to   direct   questions   put   to   the 
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NACE  Secretariat  by  any  of  the  disputing 
parties.  Disputing  Parties  may,  in  this 
respect,  call  for  the  NACE  to  issue  recom- 
mendations at  any  point  in  the  dispute  reso- 
lution process. 

The  NACE  should  maintain  a  roster  of 
capable  and  impartial  environmental 
experts,  similar  to  the  roster  of  trade 
experts  created  by  the  NAFTA  Free  Trade 
Commission.  Panels  formed  to  resolve 
environmental  disputes  under  the  NAFTA 
should  include  a  majority  of  experts 
drawn  from  the  NACE  roster  of  environ- 
mental experts.  The  same  conditions  of 
impartiality  guiding  the  selection  of 
NAFTA  trade  roster  members  should 
apply  to  the  selection  of  those  added  to 
the  NACE  environmental  roster,  i.e.  no 
conflicts  of  interest  on  the  part  of  NACE 
environmental  roster  members  will  be 
permitted. 

Creating  and  maintaining  this  roster  of 
environmental  experts  may  be  the  most 
important  means  of  assuring  an  objective 
and  credible  role  for  the  NACE  as  part  of 
trade  and  environmental  disputes.  The 
Commission  should  not  be  considered 
complete  without  this  new  body  of  ex- 
perts. 


Some  thought  should  also  be  given  to  situa- 
tions where  the  NACE,  rather  than  the 
NAFTA  Trade  Commission,  would  have  the 
authority  to  resolve  a  dispute  or  question 
regarding  NAFTA  implementation.  One 
example  would  be  resolving  questions  about 
a  NAFTA  Party's  obligations  under  a  inter- 
national environmental  agreement  as  com- 
pared to  its  NAFTA  obligations. 


■  Investigate  and  report  on  environmen- 
tal concerns  related  to  implementation  of 
the  NAFTA,  and  trade  in  North  America. 

There  are  three  parts  to  the  reporting  re- 
quirements of  the  NACE  with  respect  to 
trade  and  environment. 

The  first  part  of  a  NACE  Annual  Repon 
should  evaluate  the  implementation  of 
NAFTA  environmental  provisions,  looking 
particularly  at  where  provisions  have  not 
been  carried  out  effectively,  and  identifying 
problems  and  possible  solutions  related  to 
their  implementation.  In  preparing  this  and 
other  sections  of  the  Annual  Report,  the 
NACE  should  respond  to  and  investigate 
complaints  made  by  citizens  and  the  private 
sector  regarding  the  implementation  of 
NAFTA  environmental  provisions. 


As  part  of  issuing  recommendations  or 
"friend-of-the-court"  commentary  as  part  of 
a  dispute  resolution  proceeding,  the  NACE 
should  take  responsibility  for  coordinating 
puUIic  comments  submitted  with  reference  to 
a  given  dispute.  This  relates  to  the  NACE's 
role  as  an  inquiry  point  on  environmental 
matters,  as  discussed  in  another  section  of 
this  report. 


A  second  part  of  the  NACE  Annual  Report 
should  identify  areas  where  the  NAFTA 
may  need  to  be  supplemented  or  amended  to 
better  realize  its  stated  goal  of  protecting  the 
environment  and  promoting  sustainable 
development.  For  example,  NAFTA  provi- 
sions on  energy  might  be  modified  to  en- 
hance the  contribution  these  provisions 
can  make  to  protecting  the  environment, 
especially  in  light  of  important  domestic 
policy  changes,  such  as  the  adoption  of  a 
higher  energy  tax  in  the  U.S.  and  Canada. 
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Figure  2:  The  NACE  and  Trade 


A  third  part  of  the 
NACE  Annual 
Report  should 
provide  an  over- 
view of  the  adop- 
tion and  enforce- 
ment of  general 
environmental  laws 
in  all  three  NAFTA 
countries  with  an 
eye  to  identifying 
areas  where  lack  of 
environmental 
protection  laws  or 
market  incentives, 
•or  lax  enforcement, 
might  lead  to  trade 
and  environmental 
conflicts.  An 

example  might  be 
the  undermining  of 
U.S.  Clean  Air 
legislation     in     an 

attempt  to  maintain  investment  in  the  U.S. 
and  create  a  competitive  advantage  for  U.S. 
industry  based  on  lowered  or  unenforced 
standards.  Identifying  problems  before  they 
occur  can  help  avoid  future  trade  and  envi- 
ronmental conflicts.  This,  and  other  sec- 
tions of  the  Annual  Report,  should  focus  on 
concerns  at  the  provincial  and  state  level,  as 
well  as  at  the  federal  level. 


■  Enhance  the  adoption  and  enforcement 
of  environmental  laws  and  regulations  in 
NAFTA  countries,  particularly  laws  and 
regulations  that  may  affect  trade. 

There  are  some  different  views  on  what  the 
role  of  NACE  should  be  in  this  area.  As 
noted  earlier  in  this  report,  the  National 
Wildlife  Federation  strongly  supports  grant- 
ing the  NACE  the  authority  to  make  recom- 


ENFORCEMENT 


mendations  for  fines  and  other  trade  reme- 
dies in  situations  where  a  country  has  low- 
ered its  standards,  or  failed  to  enforce  its 
environmental  standards,  in  order  to  main- 
tain or  attract  investment.  A  more  sweeping 
proposal  that  also  deserves  consideration 
would  grant  the  NACE  the  power  to  levy 
fines  directly  in  situations  where  govern- 
ments do  not  enforce  their  environmental 
laws  effectively,  or  where  they  lack  environ- 
mental protection  regimes  altogether. 

In  general,  the  supplemental  environmental 
agreements  should  lead  to  the  adoption  of  a 
system  whereby  trade  sanctions  can  be 
employed  to  strengthen  important  provisions 
of  the  NAFTA,  such  as  Article  1114.2,  and 
to  promote  a  greater  degree  of  environmen- 
tal protection,  related  to  trade,  in  all  three 
NAFTA  countries.  The  NACE  should  have 
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an  important  role  in  the  utilization  of  such 
sanctions. 


■  Serve  as  the  forum  for  negotiations  on 
supplemental  environmental  agreements  to 
the  NAFTA. 

The  NACE  should  play  a  lead  role  in  the 
negotiation  of  NAFTA  supplemental  envi- 
ronmental agreements.  Thus,  the  estab- 
lishment of  an  effective  NACE,  one  charged 
with  a  mandate  to  deal  with  trade  and  envi- 
ronmental issues,  is  a  critical  short-term 
priority.  Over  the  long-term,  the  NACE 
should  be  responsible  for  any  future  changes 
to  the  NAFTA  necessary  to  deal  with  envi- 
ronmental concerns  not  now  envisioned,  and 
explicit  authority  for  the  NACE  to  initiate 
such  negotiations  should  be  granted. 


■  Oversee  implementation  of  NAFTA 
provisions  dealing  speciHcally  with  envi- 
ronmental concerns. 

As  with  many  of  the  14  Committees  and 
Working  Groups  established  under  the 
NAFTA  which  have  responsibility  for  over- 
seeing provisions  relevant  to  their  work 
areas,  the  NACE  should  have  a  role  in 
monitoring  the  implementation  of  NAFTA 
environmental  provisions.    Some  examples: 

•  Clarifying  the  relationship  be- 
tween international  environmental  agree- 
ments and  the  NAFTA.  Article  104.2 
outlines  procedures  by  which  challenges  to 
such  agreements  can  be  waived.  The  NACE 
should  be  involved  in  this  process. 

/  Assisting  in  the  implementation  of 
NAFTA  provisions  dealing  with  sanitary  and 
phytosanitary  (food  safety)  standards.    Arti- 


cle 755.5  discusses  participation  in  interna- 
tional standardizing  bodies,  and  Article  756 
(equivalence)  and  Article  762  (technical 
cooperation)  are  relevant  to  the  upward 
harmonization  of  standards  among  the  three 


The  NACE  should  play  a  lead  role 
in  the  n^otiation  of  NAFTA  sup- 
plemental environmental 
agreements... 


NAFTA  countries.  The  NACE  can  play  an 
important  role  in  assisting  with  the  execution 
of  these  and  other  provisions  dealing  with 
sanitary  and  phytosanitary  standards. 

/  Assisting  in  the  implementation  of 
NAFTA  provisions  dealing  with  environ- 
mental measures,  as  described  in  the 
NAFTA  chapter  on  Technical  Barriers  to 
Trade.  For  instance,  Article  906.1  and 
Article  906.2  commit  the  parties  to  work 
together  to  enhance  environmental  measures, 
and  seek  compatibility.  Annex  913-A  and 
Annex  913-C  establish  subcommittees 
which,  among  other  functions,  would  set 
emissions  and  environmental  pollution  levels 
that  affect  land  transportation  in  North 
America.  A  list  of  responsibilities  delegated 
to  the  NAFTA  Committee  on  Standards- 
Related  Measures  in  Article  913  suggests  a 
number  of  areas  in  which  the  NACE  should 
also  be  involved. 

•  Assuring  an  effective  implementa- 
tion of  NAFTA  investment  provisions  which 
discourage  the  creation  of  pollution  havens. 
Article  1114.2  commits  the  NAFTA  coun- 
tries to  avoid  lowering  environmental  stan- 
dards or  to  fail  to  enforce  environmental 
standards,  as  a  means  of  attracting  or  main- 
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taining  investment.  This  will  be  a  difficult 
provision  to  implement,  since  governments 
must  prove  that  a  lowering  of  standards  or 
lax  enforcement  resulted  in  attracting  or 
maintaining  investment.  The  NACE,  which 
should  have  an  important  investigatory  and 
reporting  role,  can  play  an  important  part  in 
carrying  out  this  provision. 


■  Participate  in  implementation  of  gener- 
al NAFTA  provisions  that  may  affect  the 
environment. 

Two  examples  of  such  provisions  include 
Article  2202,  which  outlines  procedures 
whereby  amendments  to  the  NAFTA  can  be 
made,  and  Article  2205,  which  sets  the  stage 
for  other  countries  joining  the  NAFTA. 
The  NACE  should  play  a  lead  role  in  estab- 
lishing the  environmental  criteria  applied  to 
those  seeking  to  become  party  to  the 
NAFTA. 


■  Serve  as  the  inquiry  point  for  NAFTA 
environmental  issues. 

The  NACE  can  serve  as  an  inquiry  point  by 
answering  questions  from  NAFTA  Parties 
and  citizens  interested  in  trade  and  environ- 
mental matters.  The  establishment  of  inqui- 
ry points  is  an  important  feature  of  several 
chapters  of  the  NAFTA  text,  such  as  the 
standards  chapter.  Assigning  this  task  to  the 
NACE  on  environmental  issues  will  increase 
public  participation  and  enhance  the  open- 
ness with  which  NAFTA  environmental 
issues  are  engaged. 

Openness  and  public  participation  will  help 
assure  a  more  effective  realization  of  NAF- 
TA's  environmental  and  sustainable  develop- 


ment goals. 


2.  Environmental  Cooperation 

One  important  functional  requirement  of  the 
NACE  will  be  to  promote  and  help  facilitate 
environmental  cooperative  ventures  among 
the  three  NAFTA  countries.  |In  this  role, 
the  NACE  should  be  thought  of  as  a  labora- 
tory in  which  new  ideas  for  environmental 
cooperative  ventures  can  be  developed, 
including  the  facilitation  of  technical  cooper- 
ation among  NAFTA  countries. 

However,  the  NACE's  role  in  this  area 
should  OQl  be  to  supersede  bilateral  or  trilat- 
eral arrangements  among  the  NAFTA  coun- 
tries. For  example,  the  NACE  should  not 
take  over  any  of  the  existing  functions  of  the 
International  Joint  Commission  (UC)  be- 
tween Canada  and  the  U.S.,  though  it  might 
make  recommendations  about  how  the  UC 
can  better  accomplish  its  goals.  Likewise, 
the  operations  of  the  International  Boundary 
Waters  Commission  (IBWC)  and  implemen- 
tation of  the  U.S. -Mexico  Border  Plan 
should  not  be  taken  under  the  NACE's 
wing,  though  the  NACE  might  entertain 
ideas  as  to  how  both  can  be  made  more 
effective.  Implementation  of  the  Migratory 
Bird  Treaty  would  also  not  be  a  function  of 
the  NACE,  but  the  Commission  could  direct 
issues  arising  from  the  agreement  to  the 
appropriate  national  agencies. 


3.  SustainabU  Development 

Sustainable  development,  a  concept  em- 
braced by  the  fomily  of  nations  meeting  at 
the  1992  Earth  Summit,  is  a  vital  concern  in 
North  America  but  lacks  an  institutional 
mechanism  for  promotion  regionally.  A 
new  and  additional  function  of  the  NACE 
should  be  to  chart  a  course  for  sustainable 
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development  in  North  America,  and  build  on 
the  national,  regional,  and  local  initiatives 
now  underway  in  Canada,  Mexico,  and  the 
United  States. 

For  example,  in  Canada  the  province  of 
Manitoba  and  the  national  government  have 
created  an  Institute  for  Sustainable  Develop- 
ment, an  organization  which  is  examining 
potential  sustainable  development  strategies 
that  can  be  employed  locally,  nationally,  or 


and  coordinate  their  development,  and  im- 
plementation. However,  the  NACE  should 
be  more  than  just  a  clearinghouse  for 
cooperative  environmental  ventures,  or  an 
annual  summit  meeting  on  environmental 
issues.  A  central  role  for  the  NACE  must 
be  to  follow  through  on  trade  and  envi- 
ronmental issues  in  North  America. 
Removing  this  function  from  the  NACE's 
mandate  will  seriously  undermine  Con- 
gressional support  for  the  NAFTA  itself. 


A  new  and  additional  function  of 
the  NACE  should  be  to  chart  a 
course  for  sustainable  development 
in  North  America... 


globally.  In  the  United  States,  individual 
states  such  as  Colorado,  Kentucky,  Ver- 
mont, and  Washington,  have  engaged  in 
economic  planning  efforts  which  embrace 
sustainable  development.  Likewise,  the 
Mexican  government  is  exploring  new  ways 
of  integrating  ecological  concepts  and  devel- 
opment planning. 

The  NACE  should  not  intrude  on  any  of 
these  national  or  local  initiatives  but  can 
help  coordinate  the  promotion  of  sustainable 
development  on  a  regional  basis.  Using 
documents,  such  as  Agenda  21,  which  were 
adopted  at  the  Earth  Summit,  the  NACE 
should  develop  a  work  plan  harnessing 
economic  policies  within  North  America  to 
further  the  goals  of  sustainable  development. 


Although  a  host  of  bilateral  and  trilateral 
environmental  programs  already  exist  in 
North  America,  the  NACE  can  help  monitor 


4.    Structure  of  the  NACE 

The  NACE  should  be  chaired  by  the  envi- 
ronmental ministers  in  the  three  NAFTA 
countries,  with  the  Administrator  of  EPA 
representing  the  United  States.  Given  that 
the  NACE  will  in  some  respects  serve  as  a 
counterweight  to  the  North  American  Free 
Trade  Commission,  the  presence  of  national 
environmental  ministers  on  the  NACE  is 
essential. 

The  work  of  the  NACE  Commissioners 
should  be  complemented  by  the  establish- 
ment of  a  permanent  NACE  Secretariat. 
Each  government  will  contribute  an  equal 
number  of  staff  to  the  NACE  Secretariat  to 
enable  the  Commission  to  carry  out  its 
mandate.  The  daily  operations  of  the  Secre- 
tariat will  be  governed  by  a  three-person 
directorate  comprised  of  one  nominee  from 
each  NAFTA  country. 

Notwithstanding  that  the  NAFTA  Trade 
Commission  envisions  the  creation  of  a 
permanent  Secretariat,  architects  of  the 
current  U.S.  negotiating  position  have  ar- 
gued against  the  creation  of  a  permanent 
Secretariat  for  the  NACE.  However,  the 
lack  of  support  for  a  NACE  staff  under- 
mines the  commitment  of  the  U.S.  to  a 
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fully-functioning  Commission  and  suggests 
instead  that  the  NACE  will  be  nothing  more 
than  an  annual  meeting  of  environmental 
ministers.  Again,  without  a  Secretariat, 
the  NACE  will  not  be  adequate  to  garner 
needed  support  in  the  U.S.  Congress  for 
the  NAFTA  package. 

The  establishment  of  a  citizens'  advisory 
board  is  a  necessary  complement  to  the 
NACE  Secretariat,  and  the  NACE  Commis- 
sioners, and  should  be  thought  of  as  an 
entirely  independent  body.   National 


NACE  COMMISSIONERS 
Env.  Minister  Env.  Minister  Env.  Minister 

Mexico  Canada 


The  Citizens'  Advisory  Board  will  be  re- 
sponsible for  coordinating  citizen  input  to 
the  NACE  Secretariat,  especially  related  to 
the  NACE's  involvement  in  environmental 
disputes  arising  under  the  NAFTA.  Work- 
ing with  the  NACE  Secretariat,  the  Board 
can  help  increase  public  participation  in 
implementation  of  the  NAFTA  as  well  as  in 
cooperative  environmental  ventures  among 
the  three  NAFTA  countries. 

In  addition  to  these  responsibilities,  the  Citi- 
zens' Advisory  Board  will  be  charged  with 
issuing  its  OAvn  annual  rqmrt  on  the  opera- 
tions  of  the  NACE,  includ- 
ing suggestions  for  how 
the  NACE  can  be  im- 
proved. 


U.S.A. 


NACE  SECRETARIAT 
Exec.  Dir.  Exec.  Dir. 

Mexico 


Exec.  Dir. 
U.S.A. 


St^ff 

CmZEWS'  APVKOItY  BOARD 

Four  Appointments  from  each  Government 

Three  'At-Large  "  Members 


The  NACE  cannot  achieve 
its  goals  without  fiill  and 
meaningful  citizen  partici- 
pation. The  Citizens' 
Advisory  Board  will  be  an 
important  mechanism  for 
accomplishing  this  objec- 
tive. 


Figure  3:  Structure  of  the  NACE 


governments  will  each  appoint  four  members 
of  the  board,  and  the  board  itself  will 
choose  the  other  three.  National  govern- 
ments will  provide  the  resources  for  the 
Board  to  convene  on  a  quarterly  basis. 


While  more  work  needs  to 
be  done  to  q)ell  out  the 
exact  relationship  between 
the  NACE  Commissioners, 
the  Secretariat,  and  the 
Citizens'  Advisory  Board, 
the  Commissionen  might 
be  thought  of  as  the  Board  of  Governors  of 
the  NACE.  As  members  of  the  Board,  the 
Commissioners  will  meet  as  needed,  but  at 
least  twice  annually,  to  review  the  day  to 
day  operations  of  the  Commission  and  make 
other  decisions  related  to  its  mandate.  The 
Secretariat  will  be  responsible  for  the  daily 
operations  of  the  NACE  and  carry  out  most 
of  the  work  charged  to  this  new  entity.  The 
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Citizens'  Advisory  Board  wiU  help  faciUtate 
citizen  participation  in  the  operations  of  the 
NACE,  and  review  the  NACE  itself  on  an 
annual  basis. 


SUPPLEMENTAL 
ENVIRONMENTAL 
AGREEMENTS  TO  THE  NAFTA 

Some  of  the  residual  environmental  concerns 
associated  with  the  NAFTA  stem  from 
issues  which  were  not  addressed  adequately 
in  the  NAFTA  text.  The  need  for  institu- 
tional follow-up  on  NAFTA  environmental 
provisions,  and  Hade  in  general  in  North 
America,  (described  above)  is  only  one 
example.  Other  issues  included  the  treat- 
ment of  trade  measures  involving  process 
and  production  methods  (PPMs),  and  a 
much-needed  clarification  of  NAFTA  H^de 
provisions,  such  as  the  so-called  "necessary" 
test,  which  affects  the  treatment  of  environ- 
mental standards  under  the  agreement. 

These  outstanding  environmental  concerns 
can  be  dealt  with  as  part  of  NAFTA  supple- 
mental agreements,  assuming  those  agree- 
ments are  comprehensive  in  scope  and 
negotiated  effectively,  without  opening  the 
NAFTA  text  to  substantive  review.  Aside 
from  the  above  mentioned  North  American 
Commission  on  Environment  (NACE),  there 
are  five  additional  elements  essential  to  the 
supplemental  agreements,  which  together 
form  the  second  part  of  the  NAFTA  pack- 
age. 

1.  Establishment  of  a  timetable  and 
process  for  the  continued  upward  harmo- 
nization of  environmenUl  standards  in 
North  America,  relating  to  products  as 
well  as  PPMs. 


NAFTA  provisions  affecting  sanitary  and 
phytosanitary  standards,  (e.g.  food  safety 
standards),  and  other  more  general  stan- 
dards-related measures,  seek  to  "harmonize" 
or  pursue  some  degree  of  "equivalence"  in 
the  establishment  and  maintenance  of  these 
levels  of  protection.  Though  environmental- 
ists raised  concerns  that  this  process  would 
result  in  the  adoption  of  the  lowest  possible 
standards  existing  in  the  NAFTA  trade  area, 
provisions  in  the  NAFTA,  such  as  Article 

756.1  dealing  with  sanitary  and  phyto- 
sanitary measures,  and  Articles  906.1  and 

906.2  dealing  with  more  general  standards, 
suggest  otherwise.  Rather  than  seeking  the 
lowest  level,  the  NAFTA  text  commits  the 
Parties  to  an  upward  harmonization  of  stan- 
dards in  North  America,  in  essence  estab- 
lishing a  process  where  ever-higher  floors, 
rather  than  too-low  ceilings,  will  be  adopted 
in  the  NAFTA  trade  area. 

Given  the  Parties  agree  to  a  process  of 
upward  harmonization,  a  critical  deficiency 
remains  in  that  the  text  fails  to  establish  a 
timetable  and  process  by  which  the  upward 
movement  of  standards  can  occur. 

This  shortcoming  is  addressed  in  a  recent 
analysis  of  the  NAFTA  undertaken  by  Gary 
Hufbauer  and  Jeffrey  Schott  of  the  Instimte 
for  International  Economics  (HE)'.  To 
remedy  the  inadequacies  of  the  NAFTA 
text,  Hufbauer  and  Schott  set  out  a  timetable 
for  the  upward  harmonization  of  standards 
among  the  three  NAFTA  countries.  The 
timetable  allows  three  years  for  standards  to 
be  harmonized;  after  that  period  of  time, 
countries  failing  to  meet  these  harmonized 
standards  or  enforce  the  standards  effective- 
ly, may  be  subject  to  dispute  resolution  and 
trade  sanctions.  The  threat  of  trade  sanc- 
tions, which  might  be  speUed  out  as  well  in 
U.S.    implementing    l^slation    for    the 
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NAFTA,  may  be  an  important  means  of 
keeping  governments  at  the  table  during  this 
process. 

The  proposal  made  by  Hufbauer  and  Schott 
may  not  be  the  optimal  way  for  dealing  with 
harmonization  issues,  and  could  be  strength- 
ened by  suggesting  that  this  harmonization 
process  reoccur  on  a  periodic  basis,  i.e. 
perhaps  every  three  to  five  years.  Their 
proposal  also  should  give  greater  emphasis 
to  the  harmonization  of  PPMs,  which  is 
another  important  component  of  the  NAFTA 
supplemental  environmental  agreements 
(described  below).  Nevertheless,  the  sug- 
gestions made  by  Hufbauer  and  Schott 
demonstrate  that  a  credible  and  effective 
process  can  be  established  for  the  upward 
harmonization  of  standards  among  the 
NAFTA  countries. 

2.  Establishment  of  criteria  for  the  use  of 
trade  measures  related  to  PPMs. 

As  opposed  to  the  upward  harmonization  of 
national  and  sub-national  standards  which 
affect  products,  and  permission  for  countries 
to  restrict  the  importation  of  products  that 
do  not  meet  these  standards,  the  NAFTA 
text  fails  to  deal  with  trade  measures  based 
on  the  way  goods  are  produced  or  pro- 
cessed. By  failing  to  establish  criteria 
affecting  the  use  of  trade  measures  based  on 
what  are  known  as  PPMs,  the  NAFTA  does 
nothing  to  prevent  the  kind  of  kind  of  con- 
flicts created  by  the  GATT's  recent  treat- 
ment of  the  U.S.  Marine  Mammal  Protec- 
tion Act  (MMPA). 


was  held  to  be  trade  illegal  by  a  recent 
GATT  panel.  The  debate  over  GATT's 
treatment  of  the  MMPA  continues  to  this 
day,  and  has  led  to  a  great  deal  of  criticism 
of  the  GATT's  role 

in  regulating  the  ^^^^^^^_^^_ 
international  trad- 
ing  system . 
NAFTA's  failure  to 
address  this  issue 
invites  similar 
conflicts  between 
trade  and  environ- 
ment in  North 
America. 


Simply   protalb- 
tttng  the  use  of 


b    bad 


To  be  sure,  permitting  the  use  of  trade 
barriers  based  on  PPMs  can  create  a  slip- 
pery slope  of  "green  protectionism."  At  the 
same  time,  simply  prohibiting  the  use  of 
trade  measures  based  on  PPMs  is  bad  poli- 
tics and  bad  policy,  and  fails  to  acknowl- 
edge that  the  globalization  of  commerce  will 
also  lead  countries  to  be  concerned  about 
natural  resources  beyond  their  own  borders. 
For  those  reasons,  trade  measures  based  on 
PPMs  are  necessary  to  conserve  natural 
resources  in  North  America,  and  guidelines 
for  their  use  should  be  established  in 
NAFTA  supplemental  agreements  by  the 
Parties. 

The  Organisation  for  Economic  Cooperation 
and  Development  (OECD)  has  for  the  last 
year  been  working  on  guidelines  in  this 
area,  and  these  may  prove  useful  to  those 
negotiating  supplemental  agreements  to  the 
NAFTA. 


The  MMPA,  which,  among  other  things, 
regulates  the  methods  by  which  tuna  are 
caught,  (certain  methods  of  fishing  for  tuna 
in  the  eastern  tropical  Pacific,  for  example, 
involve  the  incidental  taking  of  dolphin). 


3.  Creation  of  funding  mechanisms  to 
finance  environmental  infrastructure,  and 
pollution    prevention    and    ronediation 
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activities,   related  to  trade  activities  in 
Canada,  Mexico,  and  the  U.S. 


A  ' 

/VAEI>\ 

HAKMONEATION 
OF  STANDARDS^ 

A 


A 

y  FUNDING  \ 
MECHANISMS 


8^  /\^ 

GUIDELINES 
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/  PROCESS   \ 

/standards  \ 


Appropriated  amounts  will  be  difficult  to 
obtain  from  the  U.S.  Congress  for  these 
purposes,  and  require  an  annual  battle  to 
maintain  funding  levels.  A  transaction  tax, 
or  a  green  investment  fee  as  NWF  has 

proposed',  may  be 
effective  alterna- 
tives, but  are  vigor- 
ously opposed  by 
free  traders  as 
running  counter  to 
the  goals  of  the 
NAFTA. 


A 
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A 
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&  COVERAGE. 
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Figure  4:  Supplemental  Environmental  Agreements 


A  recent  Greenpeace  report^  on  the  NAFTA 
suggests  that  the  price  tag  for  environmental 
clean-up  caused  by  "trade-driven  develop- 
ment in  the  U.S. -Mexico  Border  Region", 
and  the  financing  of  infrastructure  necessary 
to  prevent  future  environmental  damage, 
begins  at  over  US$9  billion,  a  figure  which 
presumably  does  not  account  for  NAFTA- 
driven  growth  in  the  interior  of  Mexico,  or 
on  the  border  between  Canada  and  the  U.S. 

Finding  ways  to  pay  for  even  a  portion  of 
the  environmental  costs  associated  with  free 
trade  is  a  daunting  task,  made  even  more 
difficult  by  the  budget  constraints  facing 
each  of  the  NAFTA  countries. 


The  NAFTA  coun- 
tries must  recog- 
nize, however,  that 
free  trade  is  not 
cost  free  with 
respect  to  the  envi- 
ronment. While 
economic  growth 
inspired  by  the 
NAFTA  may  create 
funding  sources- 
from  tax  revenues- 
in  the  future,  there 
is  no  guarantee  that 
governmental  appropriations  will  be  dedicat- 
ed to  trade-related  environmental  concerns. 
Moreover,  waiting  until  the  damage  has 
already  occurred  is  far  more  expensive  than 
a  pay-as-you-go  system  that  meets  these 
funding  needs  up-front. 

As  part  of  a  supplemental  agreement  on 
funding  for  environmental  concerns  related 
to  trade  in  North  America,  the  NAFTA 
countries  should  develop  an  estimate  of  the 
environmental  costs  associated  with  environ- 
mental clean-up,  and  the  prevention  of 
environmental  damage  due  to  trade-related 
activities.  Working  backwards  from  such  a 
price-tag,  the  governments  should  indicate 
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the  funds  that  they  are  willing  to  provide 
through  annual  appropriations  over  the  next 
five  years. 

In  addition,  the  NAFTA  countries  should 
agree  to  the  establishment  of  a  transaction 
tax,  or  a  green  investment  fee,  that  would 
help  generate  funds  for  environmental  pro- 
grams through  the  trade  activity  generated 
by  the  NAFTA.  These  funds  can  comple- 
ment the  amounts  provided  through  national 
appropriations,  and  the  taxes  or  fees  can  be 
established  at  rates  low  enough  to  avoid  any 
distortion  of  trade  or  investment  activities. 

Finally,  ample  consideration  should  be  given 
to  the  establishment  of  a  trilateral  North 
American  Development  Bank  (NADB)  that 
would  finance  environmental  infrastructure, 
such  as  water  treatment  plants,  necessary  to 
deal  with  the  environmental  wear  and  tear 
associated  with  increased  trade.  The  Bank, 
as  described  by  Albert  Fishlow,  Sherman 
Robinson,  and  Raul  Hinojosa-Ojeda  of  the 
University  of  California- Berkeley*,  would 
finance  itself  through  issuing  bonds. 

There  are  a  number  of  attractive  aspects  to 
this  proposal,  not  the  least  of  which  is  that 
it  represents  a  dedicated  source  of  funding 
which  avoids  an  annual  fight  over  appropria- 
tions. A  Bank  of  this  kind  would  also 
involve  all  three  of  the  NAFTA  countries  in 
setting  funding  priorities. 

Working  together,  the  parties  to  the  NAFTA 
should  be  able  to  come  up  with  a  funding 
strategy  that  can  be  included  as  part  of  a 
supplemental  environmental  agreement. 

4.  Development  of  mechanisms  for  en- 
hancing the  adoption  and  more  effective 
enforcement  of  national  environmental 
laws,  particularly  those  affecting  trade. 


During  debate  on  the  NAFTA  much  was 
heard  about  the  lack  of  environmental  laws 
and  regulations  in  Mexico  and,  more  impor- 
tantly, the  spotty  record  of  that  government 
in  enforcing  existing  laws.  Though  the 
activities  of  the  Competitiveness  Council 
headed  by  former  Vice  President  Quayle 
provides  a  good  example  of  how  lax  en- 
forcement is  not  confined  to  any  particular 
NAFTA     country, 

concerns  were  ^^^^,_^^^^^ 
raised      that 

NAFTA-induced  Lax  enforce- 
economic  activity,  ment  Is  not 
combined  with  confined  to  one 
relaxed  enforce-  couiitr3F...and 
ment  of  environ-  NAFTA  Parties 
mental  laws  in  will  need  to  as- 
Mexico,  would  sure  greater 
intensify  the  degra-  coverage  of 
dation  of  that  coun-  environmental 
try's  natural  re-  laws 
sources  and  its  ^^^^^^^^^^^ 
environment. 

Moreover,  some  argued  that  holes  in  the 
environmental  safety  net  in  Mexico  would 
encourage  the  relocation  of  Canadian  and 
U.S.  businesses  to  take  advantage  of  so- 
called  "pollution  havens." 

By  lowering  standards,  or  failing  to  enforce 
them,  govemmenu  can  reduce  cosu  for 
local  producers  thus  creating  a  trade  advan- 
tage with  respect  to  their  foreign  competi- 
tors. This  competitiveness  concern,  along 
with  the  direct  environmental  consequences 
of  free  trade  unfettered  by  environmental 
protection,  is  dealt  with  only  partially  in  the 
NAFTA  text.  For  Example,  Article  1114.2 
of  the  trade  agreement  commits  the  NAFTA 
countries  to  avoid  creating  pollution  havens, 
but  requires  only  consultation  when  this 
commitment  is  violated. 
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While  the  provision  creates  an  effective 
avenue  for  bringing  public  pressure  and 
moral  suasion  to  bear  in  order  to  discourage 
the  creation  of  pollution  havens,  it  may  be 
more  effective  to  tie  it  to  the  dispute  resolu- 
tion mechanisms  already  spelled  out  in  the 
NAFTA  text.  In  addition,  Article  1114.2 
deals  only  with  situations  where  countries 
derogate  from  existing  standards  in  order  to 
attract  or  maintain  investment,  and  it  does 
nothing  to  deal  with  cases  where  the  lack  of 
existing  standards  might  also  lead  to  the 
creation  of  pollution  havens. 

An  important  element  of  the  NAFTA  sup- 
plemental environmental  agreements  will  be 
mechanisms  to  assure  greater  coverage  of 
environmental  laws  and  regulations  in  all 
three  of  the  NAFTA  countries,  an  effort  that 
will  be  given  a  boost  by  an  agreed  upon 
timetable  and  process  for  harmonizing  both 
product  and  process  standards  (see  above). 
The  NAFTA  governments  should  agree  to 
analyze  their  national  and  state  environmen- 
tal laws  and  regulations  and  identify  where 
gaps  occur  with  respect  to  needed  environ- 
mental protection  and  enforcement  measures 
not  currently  in  place. 

To  add  incentives  to  this  process,  negotia- 
tors should  agree  on  a  set  of  trade  remedies 
that  can  be  brought  to  bear  in  cases  where 
lax  enforcement,  or  the  lack  of  environmen- 
tal laws  or  regulauons,  creates  unwarranted 
competitive  advantages  for  local  producers. 
This  task  will  not  be  easy,  as  it  requires  a 
means  of  identifying  where  trade  effects 
occur,  and  a  listing  of  trade  remedies  most 
appropriate  for  resolving  such  cases. 

The  National  Wildlife  Federation  strongly 
supports  a  role  for  the  North  American 
Commission  on  Environment  (NACE)  to 
help  resolve  disputes  arising  under  NAFTA 
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Article  1114.2.  At  a  minimum,  the  NACE 
should  have  the  authority  to  make  recom- 
mendations for  fines  and  other  trade  reme- 
dies in  response  to  cases  that  it  ] 


Another  more  far-reaching  proposal  would 
grant  the  NACE  the  power  to  levy  fines 
directly  in  situations  where  governments  do 
not  enforce  their  environmental  laws  effec- 
tively, or  where  they  lack  environmental 
protection  regimes  altogether. 

In  whatever  form  they  ultimately  take,  it  is 
clear  that  NAFTA  supplemental  environ- 
mental agreements  must  address  the  need  for 
better  environmental  laws,  and  enhanced 
enforcement,  in  each  of  the  three  NAFTA 
countries. 

One  final  means  of  doing  so  would  be  to  act 
on  a  proposal  made  in  President  Clinton's 
October  4,  1992  campaign  speech  that, 
"...permits  citizens  of  each  country  to  bring 
suit  in  their  own  courts  when  they  believe 
their  environmental  protection  and  worker 
standards  aren't  being  enforced,"  thus  secur- 
ing an  equal  level  of  enforcement  in  each 
country.' 

5.  Provide  technical  amendments  and 
clariTications  of  existing  NAFTA  text 
necessary  for  tlie  agreement  to  more 
effectively  realize  its  stated  environmental 
objectives. 

The  preamble  of  the  NAFTA  states  that  its 
provisions  will  be  carried  out,  '...in  a  man- 
ner consistent  with  environmental  protection 
and  conservation,'  and  that  the  agreement 
will,  "Strengthen  the  development  and  en- 
forcement of  environmental  laws  and  regula- 
tions. "  To  assure  these  laudable  objectives 
are  realized,  several  technical  amendments 
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and  clarifications  of  NAFTA  text  will  need 
to  be  made  in  supplemental  environmental 
agreements: 

■  For  example,  one  of  the  most  significant 
provisions  in  the  NAFTA,  is  Article  1114.2 
which  says  the  NAFTA  countries  will,  "not 
derogate  from"  existing  standards.  From 
what  we  know  of  the  negotiations  on  this 
Article,  that  phrase  is  intended  to  refer  to 
the  relaxed  enforcement  of  environmental 
laws  and  regulation,  and  not  just  a  parlia- 
mentary or  legislative  change.  Neverthe- 
less, in  order  to  ensure  the  provision  is 
correctly  interpreted,  the  definition  of  this 
phrase  should  be  made  explicit  in  a  supple- 
mental agreement  to  the  NAFTA. 

■  Article  104.1  suggests  that  a  NAFTA 
Party's  obligations  under  international  envi- 
ronmental agreements  will  prevail  in  the 
case  of  an  inconsistency  with  the  NAFTA, 
'provided  that  where  a  Party  has  a  choice 
among  equally  effective  and  reasonably 
available  means  of  complying  with  such 
obligations,  the  Party  chooses  the  alternative 
that  is  the  least  inconsistent  with  the  other 
provisions  of  this  Agreement. " 

This  seems  to  imply  a  new  burden  on  the 
negotiation  or  implementation  of  interna- 
tional environmental  agreements,  and  creates 
license  for  attacking  a  country's  obligations 
under  international  agreements.  Rather  than 
leave  interpretation  of  this  provision  up  to 
future  dispute  resolution  panels,  a  supple- 
mental environmental  agreement  to  the 
NAFTA  should  define  this  provision  clearly, 
in  a  way  that  does  not  present  an  undue 
burden  on  country's  obligations  under  cur- 
rent or  future  international  environmental 
agreements. 


■  Another  area  in  need  of  clarification 
relates  to  provisions  in  the  NAFTA  employ- 
ing what  is  known  as  the  "necessary"  test. 
Under  this  test,  standards  not  deemed  "nec- 
essary" are  subject  to  increased  scrutiny 
under  NAFTA  rules.  While  this  so-called 
necessary  test  may  seem  innocuous,  it  is 
subject  to  wide  interpretation,  and  could 
encourage  NAFTA  panels  to  rule  against 
legitimate  environmental  standards.  A  more 
precise  interpretation  of  what  this  test  is 
supposed  to  mean,  in  practice,  should  be 
part  of  ensuing  negotiations  with  Canada  and 
Mexico. 

■  One  of  the  important  aspects  missing 
from  the  dispute  settlement  procedures  in 
the  NAFTA  is  any  meaningful  attempt  to 
open  the  process  to  public  participation. 
For  example.  Article  2012.1  (b)  requires 
that  a  dispute  panel's,  "hearings,  delibera- 
tions, an  initial  report,  and  all  written  sub- 
missions to  and  communications  with  the 
panel  shall  be  confidential."  While  some 
confidentiality  may  be  necessary  in  the 
resolution  of  disputes,  there  is  no  reason  to 
maintain  the  level  of  secrecy  called  for  in 
this  provision.  On  the  contrary,  the  dispute 
panel  procedures  established  by  the  NAFTA 
must  provide  for  appropriate  public  input 
including  notice  and  opportunity  to  com- 
ment. A  further  important  technical  amend- 
ment to  the  NAFTA  should  assure  that  a 
transcript  of  panel  hearings  and  deliberations 
be  made  available  to  interested  parties. 

Furthermore,  while  Article  2017.4  of  the 
NAFTA  suggests  that  the  final  report  of  a 
dispute  resolution  panel  "shall  be  published 
15  days  after  it  is  transmitted  to  the  Com- 
mission" there  is  no  guarantee  this  will 
occur  since  to  do  so  requires  unanimous 
approval  by  the  Commission  itself.  Release 
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to  the  public  of  these  final  reports  should  be 
mandatory. 

CONCLUSION 

While  some  continue  to  debate  whether  the 
NAFTA  text  addresses  environmental  con- 
cerns adequately,  the  most  likely  scenario 
unfolding  over  the  next  several  months  will 
be  a  concerted  effort  on  the  part  of  the 
NAFTA  governments  to  negotiate  supple- 
mental environmental  agreements  related  to, 
but  not  requiring  major  surgery  on,  the 
NAFTA  itself. 

These  supplemental  agreements  will  be 
critical  in  determining  whether  or  not  Con- 
gress approves  the  NAFTA.  If  the  agree- 
ments are  negotiated  according  to  the  blue- 
print presented  in  this  report,  they  will  go  a 
long  way  toward  satisfying  Congressional 
expectations.  If  not,  the  NAFTA  itself  will 
be  endangered. 
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Chairman  Gibbons.  Thank  you,  Mr.  Hudson. 
Mr.  Audley. 

STATEMENT  OF  JOHN  J.  AUDLEY,  PROGRAM  DIRECTOR  FOR 
TRADE  AND  THE  ENVIRONMENT,  SIERRA  CLUB 

Mr.  AuDLEY,  Thank  you,  Mr.  Chairman. 

On  behalf  of  the  members  of  the  Sierra  Club,  I  wish  to  thank  you 
for  the  opportunity  to  discuss  our  views  regarding  the  content  of 
the  supplemental  agreements  to  NAFTA. 

As  you  are  aware,  the  Sierra  Club  feels  that  the  NAFTA  signed 
by  President  Bush  does  not  adequately  guarantee  environmentally 
sensitive  trade.  President  Clinton  is  committed  to  completing 
NAFTA,  but  not  until  adequate  provisions  to  protect  worker  safety 
and  the  environment  are  crafted  in  the  three  supplemental  agree- 
ments. 

To  meet  our  concerns  for  the  environmental  and  trade  policy,  the 
present  NAFTA  text  will  require  a  supplemental  agreement  that 
addresses  two  fundamental  problems.  I  have  identified  those  prob- 
lems in  terms  of  ambiguities  and  omissions  in  the  NAFTA  text. 

First  is  to  correct  the  ambiguities.  At  present,  NAFTA  leaves  in 
question  the  right  of  State  and  Federal  Governments  to  set  and 
maintain  high  environmental  standards,  creates  unnecessary  ob- 
stacles, preventing  international  environmental  agreements  from 
using  trade  measures  in  the  pursuit  of  environmental  goals,  and 
leaves  questions  in  the  minds  of  many  regarding  the  role  for  Con- 
gress and  interested  citizens  in  the  administration  and  dispute 
processes  created  by  the  agreement. 

The  protocol  must  address  these  ambiguities  and  ensure  that  our 
federal  system  of  government  is  not  undermined  by  a  trade  agree- 
ment, economic  forces  do  not  dominate  international  environmental 
goals,  and  that  NAFTA  promote  rather  than  hinder  democratic  re- 
form. 

Regarding  omissions  in  the  NAFTA,  in  his  effort  to  set  the 
world's  speed  record  for  writing  a  trade  agreement,  which  changes 
the  lives  of  all  people  in  three  countries.  President  Bush  omitted 
a  number  of  fundamentally  important  elements  of  a  fully  inte- 
grated economic  strategy. 

The  first  omission  involves  funding.  To  successfully  implement 
NAFTA  requires  funding  for  three  important  areas.  NAFTA  will 
take  a  tremendous  amount  of  money  to  implement.  In  addition  to 
the  implementation  cost,  environmental  infrastructures  must  be 
built  where  they  do  not  now  exist  to  ensure  that  expanded  industry 
activity  does  not  harm  the  environment.  Estimates  to  build  nec- 
essary infrastructure  on  the  United  States-Mexico  border  alone 
range  from  $5  to  $12  billion. 

Finally,  a  tremendous  amount  of  environmental  cleanup  must  be 
done  in  those  parts  of  North  America  that  have  already  been 
harmed  by  irresponsible  industry  activity.  The  protocol  must  en- 
sure that  adequate  funding  will  pay  for  work  in  these  areas.  Mem- 
bers of  both  houses  of  Congress  expressed  to  us  that  without  ade- 
quate funding  NAFTA  will  not  pass. 

A  second  omission  is  an  equally  important  component  of  the 
NAFTA  supplemental  agreement:  enforcement  of  environmental 
laws.  And  I  would  like  to  make  two  points  here.  Multinational  in- 
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dustiy  leaders  united  in  a  coalition,  called  USA*NAFTA,  have  been 
stalking  the  halls  of  Congress  challenging  this  demand.  They  argue 
that  it  is  a  question  of  national  sovereignty  to  link  environmental 
protection  throughout  the  North  American  countries.  They  are 
spending  millions  of  dollars  trying  to  convince  you  that  enforce- 
ment is  not  necessary. 

All  of  their  energy  dedicated  to  diverting  attention  from  enforce- 
ment makes  me  wonder  what  they  are  afraid  of.  Why  should  a  U.S. 
company  operating  in  southern  Mexico  be  afraid  to  meet  the  same 
standards  for  environmental  protection  that  their  sister  organiza- 
tions located  in  the  United  States  operate  under?  What  activities 
are  they  trying  to  hide  when  they  use  this  argument? 

Environmentalists  are  asking  no  more  of  industries  than  is  cur- 
rently required;  that  is,  to  operate  under  the  rules  established  by 
national  governments.  We  are  not  proposing  that  environmental 
police  roam  throughout  North  America  in  search  of  environmental 
wrongdoers.  We  are  asking  for  institutions  that  are  capable  of  in- 
vestigating alleged  environmental  infractions  and  reporting  their 
results.  National  and  multinational  institutions  must  be  capable  of 
enforcing  these  laws. 

Secondly,  regarding  Ambassador  Kantor's  comments  related  to 
enforcement,  in  conversations  that  we  have  had  with  our  Sierra 
Club  members  and  Canada  and  colleagues  in  Mexico,  it  appears 
that  both  governments  are  considering  enforcement  as  a  component 
of  the  NAPTA  package.  We  wonder  why  the  gestures  that  we  are 
getting  or  the  indications  we  are  getting  from  our  colleagues,  re- 
garding the  positions  of  negotiating  both  in  Canada  and  Mexico, 
seem  to  exceed  the  position  suggested  by  Ambassador  Kantor  to 
date. 

In  conclusion,  in  our  formal  testimony,  we  have  outlined  a  num- 
ber of  possible  remedies  for  the  dual  problems  of  omissions  and  am- 
biguities. The  Sierra  Club  is  not  asking  that  specific  remedies  be 
used.  We  offer  these  possible  answers  as  possible  answers  to  some 
very  difficult  questions.  Some  of  the  remedies,  such  as  enforcement 
and  participation,  can  be  crafted  under  the  auspices  of  the  North 
American  Commission  on  the  Environment,  and  much  has  been 
written  by  environmentalists  on  the  makeup  of  this  commission. 
Other  remedies  can  be  structured  under  multilateral  funding  insti- 
tutions, such  as  the  ones  that  Mr.  Hudson  just  mentioned. 

As  the  administration  begins  to  negotiate  these  supplemental 
agreements,  we  feel  two  things  are  important  to  remember.  First, 
it  is  important  to  remain  focused  on  the  components  that  must  be 
in  the  entire  NAFTA  package  to  ensure  that  they  are  met,  and 
those  are  funding,  enforcement,  and  public  participation  and  ac- 
cess. Those  are  crucial  elements  to  ensuring  the  success  of  NAFTA 
and  Congress. 

Second,  without  these  components  included  in  the  NAFTA  pack- 
age, we  feel  quite  strongly  that  Congress  will  not  be  able  to  accept 
NAFTA.  We  believe  that  these  concerns  are  legitimate  and  pos- 
sible, and  we  pledge  to  work  with  this  administration  and  this  com- 
mittee to  see  that  these  objectives  are  met. 

Thank  you. 

[The  prepared  and  attachment  follow:] 
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TESTIMONY  PREPARED  BY 

JOHN  J.  AUDLEY 

PROGRAM  DIRECTOR  FOR 

TRADE  AND  THE  ENVIRONMENT 

SIERRA  CLUB  INTERNATIONAL  PROGRAM 

The  Sierra  Qub  believes  that  environmentally  responsible  trade  agreements  must  satisfy 
a  number  of  important  conditions  which  serve  to  balance  the  interests  of  global  trade 
with  that  of  global  environmental  protection.   We  have  elaborated  these  conditions  in  a 
number  of  other  testimonies  to  Congress,  and  to  this  particular  committee  last 
September.   As  we  examined  the  December  17,  1992  NAFTA  text  we  find  it 
insufficiently  addresses  these  conditions.     We  sue,  therefore,  opposed  to  the  Agreement 
as  currently  written.  We  find  this  situation  extremely  disconcerting,  as  we  believe  that 
environmentally  responsible  trade  between  North  American  countries  will  alleviate 
environmental  pressures  which  exist  under  the  current  generated  by  trade,  and 

President  Clinton  is  committed  to  completing  NAFTA,  provided  that  adequate 
supplemental  agreements  for  environment,  labor,  and  import  surges  are  crafted.   We 
look  to  these  supplemental  agreements  to  provide  remedies  for  the  weaknesses  of  the 
existing  NAFTA  text,  and  pledge  our  support  to  President  Clinton  in  his  efforts  to 
address  our  outstanding  concerns. 


CONCERNS  REGARDING  THE  DECEMBER  17.  1992  NAFTA  TEXT 

After  the  dust  settles  following  any  detailed  negotiations  there  is  likely  to  be  problems  in 
the  language  of  the  agreed  upon  terms.   NAFTA  is  no  exception  to  this  rule.   Like  being 
too  close  to  the  forest  to  see  the  trees,  NAFTA  negotiations  resulted  in  unintended 
ambiguities  within  the  Text,  and  omitted  some  very  important  elements.  The 
envirorunental  ambiguities  and  omissions  in  NAFTA  were  most  likely  exacerbated  by 
President  Bush's  negotiating  agenda;  envirorunental  concerns  were  placed  on  a  "parallel 
track"  to  NAFTA,  not  bound  to  the  provisions  of  the  Text  itself.     Whatever  the  reasons, 
part  of  the  NAFTA  supplemental  agreements  will  need  to  focus  on  them. 

We  believe  that  the  problems  with  the  text  can  be  corrected  through  a  protocol  to 
NAFTA.   In  formal  treaty  negotiations  protocols  are  used  to  clarify  textual  problems 
which  arise  after  negotiations  are  complete.   A  "protocol"  to  NAFTA  can  clarify 
ambiguities  and  introduce  omitted  issues  without  requiring  renegotiation  of  the  Text 
itself. 

I.  AMBIGUITIES  IN  THE  NAFTA  TEXT 

Without  exception  environmental  NGO's  are  concerned  about  a  number  of  ambiguities 
which  are  created  by  the  language  of  the  Text  itself.   In  particular  those  concerns  focus 


•  NAFTA's  effect  on  existing  and  future  domestic  environmental 

regulations 

•  The  role  for  Congress  and  the  public  in  the  administration  and  dispute 

processes  created  by  NAFTA 
"  NAFTA's  effect  on  international  environmental  conventions 


1.    Pr^mptipn  Qf  P^m^stic  EnvirQnmgntal  R^gylationj 

While  NAFTA  attempts  to  preserve  the  right  of  states  and  federal  governments  to 

test  to  determine  whether  an  environmental  standard  reflects  "legitimate"  concerns.   This 
"legitimacy  test"  first  compares  environmental  regulations  to  those  standards  currently 
endorsed  by  international  standard-setting  bodies.   If  the  international  test  is  not  met  the 
standard  may  still  be  consistent  with  the  terms  in  NAFTA  provided  it  is  capable  of 
defending  itself  against  scientific  tests  for  risk  assessment  and  economic  tests  to 
determine  cost/benefit.   These  tests  will  not  always  allow  environmental  goals  to  reflea 
the  social  values  they  were  intended  to  protect. 
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In  addition  to  the  confusion  over  what  constitutes  a  legitimate  standard,  there  is 
also  question  about  the  burden  of  guilt.  While  NAFTA  shifts  the  burden  of  proving  guilt 
to  the  challenging  party,  at  the  same  time  it  reverses  itself  in  Article  765(6)  and  914(4) 
by  requiring  that  technical  and  sanitary  and  phytosanitary  measures  have  the  burden  of 
demonstrating  that  the  inconsistency  with  the  NAFTA  is  allowed  by  other  provisions  in 
the  Text. 

These  ambiguities  have  a  number  of  effects  on  U.S.  environmental  law.  First, 
they  leave  any  U.S.  environmental  regulations  which  have  an  impact  on  trade  and  are 
inconsistent  with  intemationsd  standards  open  to  challenge  under  NAFTA.  This  means 
that  the  following  laws  could  be  subject  to  NAFTA  challenge: 

-The  Marine  Mammal  Protection  Act 

-The  Drift-net  Impact  Monitoring,  Assessment,  and  Control  Act 

-The  Lacy  Act 

-The  Pelly  Amendment  to  the  Fishermen's  Protective  Act 

-The  Wild  Bird  Protection  Act 

Second,  the  NAFTA  legitimacy  test  challenges  domestic  laws  which  have  the 
pursuit  of  social  values  rather  than  maximized  economic  gain  as  their  primary  objective. 
Laws  such  as  the  following  fall  under  this  category: 

-The  Clean  Air  and  Water  Acts 

-The  Delaney  Anti-Cancer  Clauses  in  the  Federal  Food,  Drug,  and  Cosmetic 
Act 

Finally,  NAFTA  restricts  the  ability  of  state  governments  to  act  as  policy 
incubators  in  the  field  of  environmental  protection.  The  language  in  NAFTA  explicitly 
requires  state  and  local  govertmients  to  abide  by  the  decisions  of  the  NAFTA 
Commission  on  Trade,  even  though  state  and  local  governments  have  no  standing  before 
the  Commission.  Laws  like  Proposition  65  in  Califoroia  have  already  been  identified  by 
trade  advocates  as  inconsistent  with  their  principles. 

Remedies  to  Ambiguous  language 

Environmental  NGO's  have  offered  a  number  of  remedies  to  address  the  uncertainties 
created  by  the  NAFTA  text.  Among  those  remedies  include: 

*  "Qrand-fathgripg"  Existing  Environmental  Rggyi^tions 

NAFTA  protocol  could  "grand-father'  existing  environmental  regulations  to 
protect  them  against  challenge.   While  this  would  protect  existing  laws  (and 
thereby  meet  the  promise  President  Bush  made  to  Congress  when  he  received 
Fast  Track  authority  for  NAFTA),  it  would  not  correct  the  flaws  inherent  the 
NAFTA  legitimacy  test  itself. 

*  Narrow  the  Scope  of  the  NAFTA  Tests  by  Qarifving  their  JurisdictioD 

The  protocol  could  clarify  the  reach  of  the  NAFTA  tests  by  dearly  defining 
what  "necessary"  and  'l)ased  on  risk  assessment   means. 

In  addition,  the  scope  of  NAFTA  legitimacy  test  could  be  further  defined 
by  prohibiting  from  challenging  any  environmental  regulation  whose  sole  purpose 
and  effect  is  to  advance  a  legitimate  envirorunental,  health,  or  safety  goal. 

Finally,  the  role  of  science  in  the  test  could  be  clarified  by 
protocol  language  which  insures  that  absolute  science  is  not  a  prerequisite  to  the 
adoption  and  implementation  of  standards.   Standards  based  upon  the  pre- 
cautionary principle,  for  example,  are  consistent  with  the  two  principle  doctrines 
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of  trade  if  they  are  applied  in  a  non-discriminatory  basis  and  apply  equally  to  ; 
trading  parties. 

aarifv  the  Right  of  State  Governments  to  Set  Standards  for  Environmental 


Insure  that  states  preserve  the  right  to  set  standards  using  some  transparent 
means  of  determining  a  necessary  level  of  protection. 


2.  NAFTA's  Effect  on  International  Environmental  Conventions 

NAFTA  allows  for  the  use  of  the  trade  restrictions  found  in  three  International 
Environmental  Agreements  (lEA's);  the  Basel  Convention  on  the  Control  of 
Transboundary  Movements  of  Hazardous  Wastes  and  Their  Disposal,  the  Montreal 
Protocol  on  Substances  that  Deplete  the  Ozone  Layer,  and  the  Convention  on  the 
International  Trade  in  Endangered  Species  of  Wild  Fauna  and  Flora  (CITES).   However 
the  test  for  inclusion  of  additional  Conventions,  plus  the  implementation  of  the  three 
accepted  Conventions,  along  with  the  addition  of  future  conventions,  is  severely 
hampered  by  NAFTA's  provisions. 

Implementation  of  the  three  lEA's  must  be  consistent  with  the  terms  of  the 
NAFTA  text,  which  calls  for  selecting  the  means  of  implementing  the  Convention  which 
is  "least  inconsistent  with  the  terms  of  the  Agreement".  Adherence  to  future  lEA's,  or  to 
other  lEA  which  countries  have  endorsed,  that  might  use  trade  sanctions  as  a  means  of 
achieving  the  environmental  goal,  require  consensus  by  all  NAFTA  parties.  Consensus 
can  be  a  difficult  requirement  to  meet;  for  example,  while  the  United  States  is  actually  a 
signatory  to  Basel,  the  Mexican  government  has  not  yet  done  so.  Mexico,  on  the  other 
hand,  is  a  signatory  to  the  International  Labor  Organization,  while  the  U.S.  has  not.  If 
Basel  were  not  "grand-fathered"  by  NAFTA,  Mexico  could  prevent  the  U.S.  from 
implementing  the  trade  provisions  in  Basel  against  Mexico. 

Grandfathering  these  three  agreements,  and  requiring  consensus  to  add  additional 
agreements  severely  hampers  the  ability  of  NAFTA  parties  to  pursue  global 
environmental  protection  unless  its  neighbors  are  equally  willing  to  pursue  similar  goals. 
The  following  EEA's  provide  an  example  of  existing  Conventions  not  recognized  by 
NAFTA: 

•  International  Convention  for  the  Regulation  of  Whaling 

•  The  Convention  for  the  Protection  of  Migratory  Birds  and  Game  Mammals 

•  The  Convention  for  the  Establishment  of  an  Inter-American  Tropical  Tuna 

Commission. 

Proposed  Remedy 

More  than  25  NGO's  support  the  inclusion  of  language  in  the  supplemental 
agreement  which  guarantees  the  rights  of  NAFTA  parties  to  implement  and  enforce  and 
international  agreement  through  the  use  of  trade  restrictions,  if  such  restrictions  are  an 
effective  means  of  sccurir.g  ccn:plctc  ccn:pl:::r.cc  "i'.Y  th:  :c— *-*'!rr  f-  qv— *'*~"  ""-^  -^o 
uui  lavur  ihe  countries  domestic  market. 


3.  Qversii^ht  in  the  Administration  and  Dispute  Process  Created  by  NAFTA 

One  of  the  principle  goals  for  NAFTA  is  to  lock  in  demoaatic  reform  in  Mexico. 
Yet  NAFTA's  Administrative  and  Dispute  mechanisms  seem  to  be  in  conflict  with  this 
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goal  for  two  important  reasons.  First,  NAPTA  establishes  17  Committees  mandated  with 
the  authority  to  implement  the  terms  of  the  Agreement  but  provides  no  avenues  for 
Congressional  oversight  or  public  input.  And  secondly,  NAFTA's  Dispute  Process  does 
not  provide  avenues  for  non-NAFTA  Parties  to  participate.  The  dispute  process  is 
shrouded  in  secrecy,  and  NAFTA  provides  no  guarantees  that  non-trade  perspectives  will 
be  presented  during  dispute  resolution  deliberations. 

Proposed  Remedies 

At  the  very  least  NAFTA  should  do  no  harm  to  the  development  of  democratic 
governance  within  NAFTA  countries.  The  difficulty  lies  in  how  to  address  this  concern 
when  President  Clinton  has  promised  not  to  re-open  the  text.   It  is  the  text  itself  that 
creates  the  Dispute  and  Administrative  mechanisms. 

♦Implementing  Legislation  to  Provide  Access  to  the  Administration  of  NAFTA 

Congressional  oversight  into  NAFTA  Committee  functions  can  be  achieved 
by  properly  written  implementing  legislation. 

*  NACE  as  a  Forum  for  Resolution  of  Environmental  Disputes 

Move  adjudication  of  disputes  involving  environmental  laws  to  the  North 
American  Commission  on  the  Environment  (NACE).  The  vision  of  the  NACE 
supported  by  all  environmental  organizations  calls  for  procedurally  transparent 
process  with  a  high  degree  of  public  participation  and  access.  NACE  could  serve 
two  functions:   It  could  be  the  forum  for  the  resolution  of  all  environmental 
disputes,  or  it  could  have  the  authority  to  determine  whether  the  challenge 
involved  regulations  whose  sole  purpose  and  effect  is  to  advance  a  legitimate 
environmental,  health,  or  safety  goal.  If  the  regulation  meets  this  test,  then  the 
dispute  is  rejected;  if  it  does  not,  then  the  case  moves  to  Chapter  20  which  covers 
NAFTA  dispute.  Although  both  recommendations  are  worthy  of  consideration, 
neither  satisfactorily  address  the  undemocratic  form  of  the  present  NAFTA 
dispute  process. 

*  RemoYC  tht  PIspute  Authority  from  NAFTA 

The  lessons  of  the  GATT  dispute  panels  teach  us  that  it  is  difficult  to 
expect  a  multi-lateral  institution  to  fairly  dispense  of  disagreements  between 
countries  when  it  has  a  vested  staice  in  the  outcomes.  In  our  own  government  we 
make-up  we  separate  governing  powers  into  three  branches  to  insure  a  balance  of 
powers.  One  solution  would  be  to  remove  the  dispute  process  from  the 
jurisdiction  of  NAFTA  completely. 

The  World  Policy  Institute  advocates  that  NAFTA  parties  take  advantage 
of  existing  international  human  rights  treaties  to  resolve  disputes.  Access  and 
accountability  in  the  protection  of  the  environment  and  human  rights  are  already 
achieved  in  the  International  Covenant  on  Civil  and  Political  Rights,  the 
International  Covenant  on  Economic,  Social  and  Cultural  Rights,  and  the 
American  Convention  on  Human  Rights.   Mexico  ratified  all  three;  the  United 
States  has  only  ratified  the  Covenant  on  Civil  and  Political  Rights.  If  the  U.S. 
and  Canada  ratified  the  American  Convention,  all  parties  -Aculd  h-vc  zzczzz  tc 
the  inter-American  Court  of  Human  Rights.   This  International  Court  could  hear 
the  dispute  and  determine  the  outcome. 

The  Inter-American  Court  is  an  idea  that,  in  principle,  is  endorsed  by  the 
Sierra  Club.  Yet  this  Court,  like  all  international  courts  of  law,  suffers  from  the 
lack  of  enforcement  capability.  For  the  Inter-American  Court  to  be  effeaive  the 
NAFTA  Protocol  must  compel  Parties  to  comply  with  all  decisions  from  this  body. 
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II.  OMISSIONS 

Either  due  to  the  mis-guided  mandate  for  negotiations  set  by  President  Bush  or  perhaps 
due  to  the  tremendous  pressure  negotiators  found  themselves  under  to  complete  NAFTA 
in  unprecedented  time,  the  December  17,  1992  text  suffers  from  serious  omissions. 
Environmental  NGO's  are  united  in  the  concerns  over  the  lack  of  funding,  enforcement, 
and  "production  process  methods"  provisions  in  NAFTA 

1.   Fundii 


Expanded  trade  costs  money.   It  costs  money  to  build  the  infrastructure  to 
transport  products,  it  costs  money  to  build  community  infrastructures  to  provide  waste 
treatment  and  disposal,  sewage  systems  and  potable  water  delivery  systems.   It  also  costs 
money  to  insure  regulatory  compliance. 

Environmentalists  have  been  asked  to  accept  the  traditional  argument  that 
increases  in  economic  revenue  will  increase  general  revenues,  which  can  then  be  used  to 
clean  up  any  envirormiental  problems  arising  from  trade.   One  trip  to  the  U.S./Mexican 
border  shows  how  fallacious  this  argument  is.  After  more  than  twenty  years  of  heavy 
industrialization,  the  "maquiladora"  community  is  now  the  second  largest  source  of 
revenue  in  Mexico.   Yet  the  people  of  "la  frontera"  are  dying  from  disease  caused  by 
illegal  dumping  of  industry  waste  and  a  terrible  lack  of  basic  community  infrastructure 
needs.   Estimates  range  from  U.S  $5-12  billion  dollars  to  repair  the  damage  and  build 
adequate  environmental  infrastructures. 

The  problem  of  inadequate  infrastructure  is  not  just  focused  on  the  border  region; 
Mexico's  environmental  needs  have  been  neglected  since  the  recession  in  the  early  1980*8 
caused  the  government  to  reverse  the  program  put  in  place  by  then  President  de  la 
Madrid. 

Financial  revenues  are  necessary  in  three  areas.  First,  infrastructure  must  be  built 
to  provide  sewage  and  potable  water  systems,  and  to  properly  manage  solid  waste. 
Second,  revenues  are  necessary  for  environmental  clean-up,  especially  in  those  areas 
where  industries  have  concentrated  without  adequate  infrastructures  for  decades.  Finally 
money  will  be  necessary  to  meet  the  expanding  demands  for  implementation  of 
environmental  laws. 

Environmental  NGO's  insist  that  the  problem  of  funding  be  resolved  before 
NAFTA  is  in  place,  and  that  the  environmental  needs  of  the  U.S./Mexico  border 
community  be  met  prior  to  NAFTA's  passage.. 

Proposed  Remedies 

•   Retain  Existing  Tariffs  as  a  Source  of  Revenue  for  the  Phase-in  Period  of 
NAFTA 

NAFTA  eliminates  tariffs  upon  goods  exchanged  under  the  "in-bond" 
program.  To  date,  industries  have  internalized  the  approximate  3%  tax  required 
to  do  business.   Rather  than  eliminate  the  tariff  immediately,  these  revenue 
(approximately  $800  million)  could  be  directed  at  environmental  needs  related  to 
NAFTA. 

"    A  Transaction  lax 

Leaders  in  both  Houses  of  the  United  States  Congress,  including 
Congressman  Richard  Gephardt  and  Senator  Max  Baucus  are  calling  for  a 
targeted,  temporary  "transaction  tax"  to  generate  revenues  to  address  labor  and 
environmental  problems  arising  from  trade.   Many  recommend  that  industry  be 
required  to  pay  1%  of  the  value  of  goods  and  services  which  cross  the  borders  of 
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the  NAFTA  countries.  A  1%  tax  would  generate  at  the  very  least  approximately 
$5  billion  dollars. 

*  Funds  Ggncrated  bv  'Snap  Back'  Tariffs 

Chapter  8  of  the  NAFTA  text  creates  a  mechanism  which  allows  (under 
certain  circumstances)  NAFTA  pjulies  to  "snap  back"  to  originally  pre-NAFTA 
tariff  levels.   If  negotiators  allow  for  tariffs  to  "snajj-back"  in  cases  of  habitual 
violation  of  environmental  regulations,  these  revenues  could  also  be  ear-marked 
for  environmental  needs. 


We  do  not  fully  know  the  costs  associated  with  clean-up,  construction  of 
infrastructure,  and  enforcement.   This  lack  of  information  places  governments  at  a 
tremendous  dis-advantage  regarding  the  selection  of  which  revenue  generating 
mechanism  is  best,  or  how  much  revenues  are  necessary.  This  is  one  of  the  reasons  the 
Sierra  Club  argued  for  an  Environmental  Impact  Assessment  prior  to  NAFTA 
negotiations.   Until  such  time  as  this  information  becomes  available,  the  Sierra  Qub 
endorses  both  sources  of  revenue. 

The  next  issue  relates  to  how  the  money  is  spent. 

•  Reserve  Some  Revenues  for  Clean-up 

Clearly  some  of  the  revenues  should  be  devoted  to  clean-up  where  it  is 
impossible  to  determine  who  is  responsible  for  the  degradation.  This  is  a  role  for 
bi-national  cooperation  and  clean-up. 

*  A  North  American  Development  Bank 

Waste  treatment  facilities,  permanent  containment  sites,  and  the 
construction  of  roads,  sewage  systems,  and  potable  water  delivery  systems  provide 
community  services  which  can  themselves  generate  revenues  through  user  fees. 
Development  banks  or  funding  organizations  underwritten  by  governments  could 
fund  these  kinds  of  projects. 

The  North  American  Development  Bank  (NADB)  recommended  by 
professors  from  the  University  of  California  or  the  Environmental  Fund  suggested 
by  Congressmen  Ron  Wyden  and  Bill  Richardson,  resolve  a  number  of  problems 
relating  to  funding.  First,  they  create  a  repository  for  trade  tax  revenues  beyond 
the  reach  of  governments.  Second,  acting  as  lending  instimtions  they  can  expand 
the  usefulness  of  these  funds  through  capitaUzation  and  amortization.  Third,  once 
fully  operational  they  can  be  self-supporting.  And  finally,  as  lending  institutions 
they  can  use  market  incentives  to  use  the  resources  properly. 

If  the  "development  bank"  approach  is  used,  a  number  of  important 
considerations  must  be  met.   First,  local  and  sub-federal  input  into  the  lending 
decisions  by  these  institutions  is  essential  to  avoid  the  problems  aeated  by 
bankers  whose  sole  interest  might  be  a  high  return  on  the  investment  dollar. 
Second,  the  lending  criteria  must  be  defined  in  such  a  way  that  allows  the  lending 
institutions  room  for  creative  financing,  yet  insures  that  the  loans  are  repayable. 
Finally,  the  scope  of  the  lending  institution  must  be  defined  in  some  way  to  focus 
aiiciitioii  on  the  environmental  implications  of  trade. 


2.  Enforcement 

Environmental  NGO's  are  united  in  their  desire  to  see  multi-national  industries 
compete  on  a  "level  playing  field".   Our  view  of  "level',  however,  is  one  where  industries 
are  not  capable  of  escaping  environmental  regulations   by  seeking  nations  where 
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enforcement  is  lax,  or  where  they  can  exploit  the  circumstances  of  developing  nations  in 
need  of  foreign  investment  dollars  to  bolster  their  economies.  We  acicnowledge  that  the 
principal  motivation  for  investing  overseas  may  not  be  driven  by  reasons  of 
"environmental  flight".  But  we  are  certain  that,  once  industries  re-locate,  the  tendency  to 
externalize  environmental  costs  whenever  possible  is  great. 

For  these  reasons  enforcement  of  environmental  laws  must  be  a  part  of  the 
NAFTA  supplemental  agreements.  Articles  1114  of  the  December,  1992  Text  cannot  be 
considered  be  effective  enforcement  mechanisms,  as  they  provide  no  guarantee  that 
correaive  steps  will  be  taken,  or  that  countries  reserve  the  right  to  address  these 
infractions  in  the  event  of  habitual  non-compliance. 


Proposed  Remedies 

*  Snap-back  Provisions  of  Chapter  8  Apply  to  the  Environment 

Chapter  8  of  the  NAFTA  text  allows  Parties  to  return  to  the  tariff  levels 
prior  to  NAFTA  in  the  event  that  sudden  increases  in  imports  harm  the  national 
economy.  This  protection  is  designed  to  help  prevent  "product  dimiping"  by 
trading  partners. 

The  NAFTA  supplemental  agreement  could  use  the  idea  of  "snap-back" 
tariffs  on  products  produced  using  environmental  unsound  technologies  to  protect 
domestic  industries  from  the  same  kinds  of  uncompetitive  practices. 

Snap  back  remedies  have  two  weaknesses.  Returning  to  original  tariff 
levels  may  not  be  an  adequate  dis-incentive  for  environmental  degradation.  In 
addition,  determining  that  industry  behavior  within  the  sovereign  borders  of  a 
trading  partner  may  be  difficult. 

*  Citizen  Action  in  Domestic  Courts  of  Law  for  Environmental  Violarion 

The  Intellectual  Property  chapter  of  NAFTA  requires  that  Parties 
guarantee  citizen  access  to  domestic  courts  of  law  for  violations  of  intellectual 
property  rights.  This  precedence  in  NAFTA  suggests  two  similar  emdronmental 
scenarios  to  address  enforcement  which  are  consistent  with  the  terms  in  the 
existing  Agreement. 

1)  Tort  Law:  The  supplemental  agreement  could  guarantee  that  citizens  within 

the  NAFTA  countries  have  the  right  to  seek  personal  compensation  from 
individuals  or  corporations  who  violate  domestic  environmental  laws. 

2)  Anti-Competitive  Argument:  The  supplemental  agreement  could  guarantee 

that  NAFTA  investors  could  seek  personal  compensation  for  lost  market 
share  which  occurs  because  competitors  have  reduced  their  production 
costs  by  externalizing  environmental  costs. 

The  changes  to  Mexican  statutes  regarding  "NAFTA  citizen"  access  to 
domestic  courts  are  already  required  by  NAFTA,  so  no  additional  changes  would 
be  required. 


3.  Production  Process  Methods  fPPM'si 

NAFTA  is  silent  on  the  issue  of  PPM's.  one  of  the  most  contested  disputes 
between  trade  and  environment  advocates.   From  an  environmental  perspective,  failure 
to  address  the  method  of  production  is  a  failure  to  protect  the  environment;  just 
because  the  effluent  is  in  some  one  else's  country  does  not  remove  responsibility  from 
the  end  consumers  of  the  product.   NAFTA's  failure  to  address  this  problem  shows  a 
lack  of  leadership  on  the  part  of  the  United  States  in  the  area  of  global  envirorunental 
protection. 
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Proposed  Remedies 

The  remedies  suggested  in  enforcement,  when  applied  to  the  production  process, 
should  be  adequate  dis-incentives  to  dissuade  industries  from  environmentally  unsoimd 
production  practices. 


III.  THE  NORTH  AMERICAN  COMMISSION  ON  THE  ENVIRONMENT 

Much  has  been  written  on  the  structure  and  scope  of  the  NACE.  Mr.  Wyden  and 
Richardson,  and  Senator  Max  Baucus  have  all  commented  on  its  structure. 
Environmental  organizations  and  coalitions  have  also  outlined  a  number  of  possible 
structures  for  NACE.   Rather  than  dwell  on  these,  I  will  list  some  possible 
responsibilities: 

•  Assist  in  the  enforcement  of  environmental  laws 

•  Assist  in  the  implementation  of  new,  environmentally  safe  technologies 

•  Provide  information  for  all  interested  citizens  regarding  government 

enforcement  of  envirormiental  regulations,  results  of  investigations  of 
citizen  complaints  against  potential  violators,  and  routine  analysis  of  the 
impact  of  liberalized  trade  on  the  environment  in  North  America. 

•  Participate  in  the  NAFTA  dispute's  which  involve  environmental  regulations; 

either  resolve  the  disputes  themselves,  or  make  recommendations  to  the 
NAFTA  Commission  on  Trade  on  fines  or  penalties. 

•  Independent  Investigative  authority  to  reduce  undue  government  influence  in 

conducting  investigations  and  writing  reports. 

These  are  only  some  of  the  recommendations  for  NACE;  I  urge  you  to  consider  the 
testimonies  of  the  other  members  of  this  panel,  and  the  recommendations  offered  by 
your  colleagues  in  the  House  and  Senate  to  gain  a  clearer  picture  of  the  potential  for 
this  tri-lateral  environmental  organization. 


CONCLUSION 

The  intention  of  this  testimony  is  not  offering  any  one,  or  any  combination  of  the  above 
suggestions,  as  Uifi  method  of  insuring  that  the  NAFTA  package  meet  the  test  of 
environmentally  sensitive  trade.  We  understand  that  U.S.  negotiators  will  require  leeway 
in  crafting  a  combination  of  environmental  provisions  that  meet  the  objectives  of  their 
Mexican  and  Canadian  counterparts.  Our  goal  is  to  provide  a  guideline  for 
environmentally  responsible  trade  rules,  and  to  provide  as  many  suggestions  as  possible 
to  achieve  this  goal.   We  will  not  be  able  to  determine  whether  the  entire  NAFTA 
package  is  adequate  to  address  these  needs  until  we  are  able  to  examine  the  entire 
content  of  the  package.  This  includes  not  only  the  Agreement  and  its  supplemental 
agreements,  but  also  the  implementing  legislation,  and  any  additional  domestic 
legislation  Congress  feels  is  necessary  to  insure  environmentally  safe  trade. 

TLw  CI,-.".;.  Club  believes  that  we  are  at  a  critical  point  in  the  futore  of  NATTA. 
On  numerous  occasions  members  of  Congress  have  indicated  that  the  absence  of 
environmental  provisions  in  the  NAFTA  package  will  prohibit  them  from  voting  in  favor 
of  the  Agreement.  We  are  working  hard  to  see  that  this  does  not  become  the  fate  of 
NAFTA;  however,  we  caimot  support  an  Agreement  that  offers  so  little  promise  in  the 
way  of  truly  integrating  environmental  concerns  and  trade  principles. 
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EXECUTIVE  SUMMARY:  ENVIRONMENTAL  CONCERNS 

REGARDING  THE  DECEMBER  17,  1992 

NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

The  North  American  Free  Trade  Agreement  has  now  been  signed  and  awaits  action 
by  the  Congress  to  approve  implementing  legislation.  The  Clinton  Administration  has 
promised  not  to  submit  the  "NAFTA  package"  to  Congress  until  the  environmental  problems 
are  fixed 

To  successfully  complete  NAFTA  both  the  President  and  the  Congress  must  focus 
their  attention  on  the  entire  "NAFTA  Package".  This  "package"  includes:  a.)  addressing 
outstanding  problems  in  the  text  itself;  b.)  domestic  and  implementing  legislation;  and  c) 
supplemental  agreements  to  accompany  the  text 

L  PROBLEMS  WITH  THE  NAFTA  TEXT  ITSELF: 

President  Bush  negotiated  environmental  comiderations  into  NAFTA  with  great 
reluctance.  This  reluctance  resulted  in  a  number  of  problems  with  the  existing 
NAFTA  text. 

1)  NAFTA  Can  Weaken  Existing  Legal  Protection  for  the  Environment  and 
Human  Health  (page  2) 

NAFTA  prohibits  the  U.S.  from  enforcing  laws  regulating  the  production 
process  on  products  entering  ±e  United  States.  Many  such  environmental 
laws,  especially  in  the  field  of  wild  life  protection,  would  be  negatively 
affected  by  the  agreement.  This  flaw  can  make  U.S.  consimiers  imwitting 
participants  in  increasing  environmental  distress  in  countries  and  generate 
economic  pressure  to  remove  existing  U.S.  laws  designed  to  protect  the 
enviromnent.  NAFTA  will  also  put  companies  operating  in  the  U.S.  at  a 
competitive  disadvantage  with  those  firms  operating  where  enviromnental 
regulations  are  either  non-e-xistent  or  not  enforced. 

2)  NAFTA  Can  Limit  Our  Ability  to  Enter  into  International 
Enrironmental  Conventions  (page  4) 

NAFTA "grand-&thers"  three  International  Environmental  Agreements  (TEA), 
leaving  himdreds  of  others  in  limbo.  Adding  additional  lEA's  will  require  the 
consent  of  all  NAFTA  parties,  making  it  difficult  to  expand  the  number  of 
agreements  which  would  take  precedence  over  NAFTA. 

3)  NAFTA  Criteria  for  Acceptable  Foodstuff  Regulation  Could  Expose  U.S. 

Consumers  to  Unsafe  Products  (page  5) 

The  ambiguity  ovvjr  what  constitutes  "necessary"  levels  of  safeguards,  or  what 

is  "least  inconsistent  with  the  terms  of  this  agreement",  and  the  imposition  of 
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an  economic  "risk-assessment"  test  might  force  our  government  to  allow 
foodstuffis  into  the  U.S.  market  whose  safety  does  not  meet  our  own  standards. 

4)  State's  Role  as  Policy  Incubator  is  Jeopardized  (page  7) 

NAFTA  will  greatly  reduce  the  ability  of  states  to  extend  the  level  of 
environmental  protection  beyond  what  is  accepted  by  NAFTA  parties,  leaving 
state  governments  with  reduced  levels  of  protection. 

5)  Move  Toward  International  Environmental  Standards  May  Weaken  Oar  Own 

(page  8) 

One  of  the  principle  goals  of  NAFTA  is  to  eliminate  the  barriers  to  trade 
caused  by  different  standards.  An  appeal  is  made  to  abide  by  those  standards 
currendy  set  by  international  standard-setting  bodies.  These  standards  are 
often  lower  than  our  own. 

6)  NAFTA  Administrative  and  Dispute  Process  Eliminates  Environmental 

Voices  (page  9) 

NAFTA's  Administrative  and  Dispute  Process  lacks  avenues  for  democratic 
accountability,  essential  for  citizens  in  aU  three  countries  to  insure  responsible 
government  behavior. 

7)  The  Energy  Chapter  Fails  to  Recognize  <he  Importance  of  Fossil  Fuel 

Reduction  (page  11) 

NAFTA's  stated  goal  is  to  promote  greater  use  of  fossil  fiiels.    It  fails  to 

recognize  the  need  to  improve  air  quality  by  reducing  CO^  emissions. 


n.  CC  viMTiMENT  TO  BUILDING  ENVIRONMENTAL  INFRASTRUCTURE  (page  12) 

Twenty  years  of  economic  growth  along  the  U.S./Mexico  border  has  produced  an 
enviroimiental  nightmare.  As  a  result,  the  health  of  border  commimities  is  in  jeopardy. 
Qean-up  of  existing  border  environmental  problems  and  building  adequate  environmental 
infrastructures  will  require  from  S5-12  billion  dollars;  yet  the  prospects  that  these  needs  will 
be  met  are  slim  as  these  communities  continue  to  lose  in  ±e  budgetary  allocation  batdes 
wMcfa  take  place  in  Washington,  D.C.  and  Mexico  City.  The  basic  needs  of  the  people  Uving 
along  our  border  can  no  longer  be  held  hostage  to  the  larger  interests  of  the  national 


A  lack  of  environmental  infrastructure  exists  throughout  Mexico.  We  should  not 
encourage  U.S.  industries  to  locate  to  these  communities  without  guarantees  that  necessary 
sewage  and  potable  water  systems  will  be  built,  and  properly  engineered  waste  containment 
centers  construaed. 
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m.   EiNTORCEiMENT  OF  ENVIRONMENTAL  LAWS  (page  13) 

NAFTA  creates  incentives  for  governments  to  leave  existing  environmental  laws 
unenforced,  so  that  business  interests  are  not  discouraged  from  investing  in  their  countries. 
Poor  funding  for  enforcement  and  insufficient  staffing  contribute  to  the  problem,  creating 
a  situation  where  expanded  trade  actually  results  in  greater  harm  to  the  enviroimienL 

rV.  CORRECTING  THESE  PROBLEMS 

Despite  these  flaws  we  believe  that  the  entire  "NAFTA  Package"  -  domestic 
legislation,  side  agreements,  and  implementing  legislation  -  can  correct  NAFTA's  text 
problems  or  sins  of  omission. 

1)  Protocol  to  Correct  Te.xt  (page  11) 

Many  of  the  problems  just  discussed  are  rooted  in  the  words  of  the  negotiated  text. 
They  cannot  be  changed  by  unilateral  action-Le.  by  the  United  States  acting  alone.  They 
will  be  interpreted  and  applied  by  international  trade  panels  when  disputes  arise.  Favored 
interpretations  in  this  country  will  not  necessarily  prevail. 

Consequently,  the  United  States  must  attempt  to  re-negotiate  the  words  which  give 
rise  to  these  problems.  There  is  some  reason  to  beUeve  the  Me-xican  government  has  not 
dosed  the  door  tightly  on  doing  this.  The  Sierra  Club  believes  this  narrow  task  can  be 
undertaken  without  re-opening  all  questions  under  the  agreement  if  the  Parties  agree  to 
negotiate  a  NAFTA  Environmental  Protocol. 

2)  Plow-Back  Profits:  Funding  Source  for  Environmental  Investments  (page  14) 

The  environmental  implications  of  trade  can  no  longer  be  held  hostage  to  Congress. 
NAFTA  must  generate  its  own  revenues  for  environmental  clean-up,  enforcement,  and 
infrastructure  development.  These  funds  must  be  targeted  to  correct  for  the  negative 
impacts  of  expanding  industry  activity.  Decisions  regarding  the  use  of  these  revenues  must 
include  a  high  degree  of  local  community  involvement  Many  ideas  to  fund  such  work  have 
been  suggested,  including  a  poUuter  tax,  retaining  the  taxes  currently  paid  by  business  for 
a  finite  period  of  time,  and  a  regional  development  bank  with  a  high  degree  of  local 
participation  in  funding  decisions. 

3)  ECTective  Supplemental  ^^^reements  to  Provide  Avenues  for  Citizens  to  Seek  Recourse 

for  Environmental  Wrong-doing  (page  17) 

■  Complete  the  negotiations  on  the  North  American  Commission  on  the  Environ- 
ment: Create  a  GAO-like  agency  with  the  power  to  investigate  claims  of  environ- 
mental wrong-doing. 

•  Negotiate  side  agreements  which  allow  for  citizen  suit  enforcement  provisions:  Citi- 
zens of  each  country  should  \<i  provided  the  right  to  seek  damages  for  lax 
environmental  protection  within  courts  of  law  of  any  party. 
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•  Create  Joint  Environmental  Improvement  Districts:  Authorize  each  community  to 
have  the  power  to  tax  and  regulate  environmental  conditions.  Eliminate  the  artificial 
barrier  separating  border  communities,  and  allow  them  to  work  collectively  to 
address  collective  concerns. 

"  Link  these  Supplemental  Agreements  to  NAFTA;  Some  sort  of  trigger  process 
should  be  built  into  the  agreement  to  suspend  NAFTA's  provisions  if  the  environ- 
ment is  damaged  beyond  its  current  condition. 

4)   Domestic  Legislation  to  Insure  a  Fair  and  Level  Playing  Field 

*  Make  lax  enforcement  of  environmental  laws  within  trading  partners  "actionable". 
This  can  be  achieved  through  amendments  to  Section  301  of  the  1988  Omnibus 
Trade  Act 

■  Require  US  corporations  operating  outside  the  jurisdiction  of  US  regulations  to 

operate  under  the  same  regulatory  conditions  as  those  corporations  domiciled  within 
the  U.S. 

V.  CONCLUSIONS 

The  environmental  problems  posed  by  NAFTA  are  net  inherent  in  its  purpose.  They 
can  be  fixed  and  could  have  been  avoided  at  the  outset.  Many  of  the  problems  rooted  in 
the  text  were  borrowed  from  GATT,  which  is  even  more  problematic.  Unfortimately  the 
Bush  Administration  was  committed  to  structuring  NAFTA  within  the  framework  of  GATT, 
and  therefore  lacked  the  political  will  to  use  trade  agreements  as  an  affirmative  force  for 
protection  of  ±e  environment.  This  weakness  was  acknowledged  by  Mr.  Clinton  in  his 
October  4,  1992  speech  on  NAFTA; 

The  shortcomings  in  the  agreement  are  really  a  reflection,  however,  of  the 
shortcomings  in  the  Bush  economic  policy  as  a  whole,  not  just  in  his  approach  to 
trade  with  Mexico  or  to  world  trade,  but  in  the  whole  approach  to  the  economy  and 
the  environment. 

It  is  not  asking  too  much  to  call  for  a  trade  agreement  that- 

-leaves  each  country  free  to  pursue  strong  envirormiental  laws  and  treaties; 

-removes  incentives  for  industrial  flight; 

-promotes  a  better  environment  rather  than  a  worse  one; 

-and  assxires  open,  democratic  processes  in  decision  making. 

The  Sierra  Qub  believes  ±at  the  problems  inherent  in  NAFTA  can  be  correrted. 
We  wiU  work  within  the  guidelines  suggested  by  President  Clinton  to  address  these 
outstanding  concerns:  supplemental  agreements,  new  domestic  laws,  and  NAFTA's 
implementing  legislation;  to  insure  that  the  entire  NAFTA  package  promotes  an  improved 
quality  of  life  for  citizens  in  all  participating  countries. 
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E>fVIRONMENTAL  CONCERNS  REGARDING 

THE  DECEMBER  17,  1992 
NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

I.  INTRODUCTION 

The  North  American  Free  Trade  Agreement  has  now  been  signed  and 
awaits  action  by  Congicss  to  approve  implementing  legislation.  The 
Clinton  Administration  has  promised  not  to  submit  the  "NAFTA  package" 
to  Congress  until  the  environmental  problems  are  fixed. 

This  memorandum  sets  forth  the  concerns  which  the  Sierra  Qub  has 
about  NAFTA.  It  is  our  description  of  the  environmental  problems  which 
we  believe  need  to  be  corrected.  It  also  includes  our  suggestions  for  how 
they  should  be  fixed  and  what  kind  of  legal  instrumen:s  should  be  used  in 
that  regard.     However,  even  if  these  concerns  are  adequately  addressed, 
NAFTA  will  still  represent  a  missed  opportunity  to  mobilize  the  interna- 
tional trade  regime  to  serve  as  an  affirmative  force  fov  environmental 
protection,  restoration,  and  enhancement  In  the  future,  trade  agreements  - 
-  in  particular  the  Uruguay  Round  of  the  General  Agieements  on  Tariffe 
and  Trade  -  must  satisfy  more  rigorous  tests,  such  as  those  suggested  in 
the  Brundtiand  report.  Our  Common  Future,  or  Vice  President  Al  Gore's 
book.  Earth  in  the  Balance. 

We  hope  this  memo  will  help  decision-makers  see  clearly  how  our 
concerns  can  be  addressed.  Some  solutions  Ue  within  the  unilateral  powers 
available  to  the  United  States  Government;  some  require  agreement  of  the 
other  parties  and  can  be  accomplished  through  a  collateral  agreement;  and 
some  can  be  addressed  through  changes  in  language  in  the  text.  The  latter, 
however,  could  be  accomplished  through  a  protocol  to  the  agreement. 

We  commend  the  Clinton  Adminircration  on  its  decision  to  withhold 
sending  the  NAFTA  package  to  Congress  until  environmental  shortcomings 
are  addressed  and  urge  them  to  adopt  these  recommendations  for  dealing 
with  them. 
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IL  TEXT  PROBLEMS:  WEAKENING  LEGAL  PROTECTION  FOR  THE 
ENVIRONMENT  AND  HUMAN  HEALTH 

While  considerable  progress  was  made  in  addressing  environmental 
concerns  in  negotiating  NAFTA,  some  serious  problems  remain  in  the 
current  text. 

A.  Wildlife  Protection  Laws:   U.S.  Laws  on  Taking  Methods  and 
Stocking  Levels  Jeopardized 

The  U.S.  could  find  itself  in  violation  of  NAFTA  for  having  laws 
which  regulate  on  the  basis  of  how  something  is  produced,  or  taken,  rather 
than  just  its  content.  Thus,  a  number  of  existing  U.".  statutes  could  be  in 
violation  of  NAFTA  principles: 

-The  Marine  Mammal  Protection  Act  (MMPA;  (16  U.S.C.  sec  1371) 

This  act  directs  the  Secretary  of  the  Treasury  to  ban  the  importation 
of  yellow-fin  tuna  caught  by  foreign  nations  unless  the  Secretary  of 
Commerce  makes  a  finding  that  the  incidental  take  of  marine 
mammals  is  comparable  to  that  of  United  States  vessels.   The  recent 
International  Dolphin  Conservation  Act  of  1992  (PJ-  102-523406 
StaL  3425  (1992))  would  lift  the  import  ban  for  tiiose  countries  with 
effective  agreements  to  protect  dolphins,  but  reaffirms  the  import 
prohibition  for  those  countries  that  are  not  party  to  effective  agree- 
ments or  that  do  not  abide  by  those  agreements. 

—  The  Departments  of  Commerce,  Justice,  and  State,  the  Judi- 
ciary, and  Related  Agencies  Appropriations  Act  (P.L.  101-162 
sec.  609;  103  Stat.  988, 1037  (1989) 

This  act  establishes  a  prohibition  on  the  importation  of  shrimp  or 
shrimp  products  harvested  with  commercial  fishing  techniques  that 
adversely  affert  threatened  or  endangered  species  of  sea  turde. 

—  The  Driftnet  Impact  Monitoring,  Assessment,  and  Control 
Act  of  1987  (16  U.S.C.  sec.,  1822  note) 
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This  act  directs  the  Secretary  of  Commerce  to  certify  those  foreign 
nations  that  fail  to  enter  into  adequate  agreements  for  monitoring 
and  enforcement  of  driftnet  fishing.  The  Drifcnet  Act  Amendments 
of  1990  (U.S.C.  sec  1826(f))  further  direct  the  Secretary  of  Com- 
merce to  certify  those  foreign  nations  that  conduct,  large-scale 
driftnet  fishing  beyond  ±e  exclusive  economic  zone  of  any  nation  in 
any  manner  that  violates  or  diminishes  the  effectiveness  of  a  govern- 
ing international  agreement. 

-  The  Lacy  Act  (16  U.S.C.  sec  3372) 

It  makes  it  imlawful  for  any  person  to  import  any  fish  or  wildlife 
taken  or  sold  in  violation  of  any  foreign  law. 

-  The  Pelly  Amendment  to  the  Fishermen's  Protective  Act  of 
1967  (22  U.S.C.  sec.  1978) 

This  act  is  designed  to  reinforce  the  authority  of  the  International 
Whaling  Commission  on  the  domestic  level  by  requiring  the  Secre- 
tary of  Commerce  to  determine  whether  foreign  nationals  are 
conducting  fishing  operations  in  a  manner  which  undermines  the 
effectiveness  of  an  international  fishery  conservation  program. 
Wherever  he  certifies  that  this  is  the  case,  he  must  notify  the  Presi- 
dent, who  is  authorized  to  prohibit  the  importation  of  fish  products 
firom  the  offending  country. 

These  domestic  laws  involve  the  importation  of  foodstufe,  or  products 
which-  can  be  eaten.  Thus,  they  fall  under  the  more  restrictive  provisions 
governing  Sanitary  and  Phytosanitary  Standards  (set  sec.  n  C  ahead), 
which  require  ±at  such  provisions  dear  risk  assessment  hurdles  these  laws 
may  not  surmount   Moreover,  the  problem  is  not  just  with  the  environ- 
mental safety  of  the  foodstuff  (e.g.,  tuna,  shrimp,  fish,  etc.),  but  also  with 
the  way  they  were  taken.  NAFTA  provides  no  warrant  for  restricting 
imports  on  the  basis  of  production  process  methods  (PPNTs). 

Laws  to  prohibit  importation  of  wild  birds  firom  the  tropics  (to  prevent 
their  decimation)  and  elephant  ivory  (to  protect  endangered  species)  also 
might  not  pass  the  rest  of  showing  the  product  is.  harmful  itself.   It  should 
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also  be  noted  that  these  are  not  actions  taken  under  the  CITES  convention 
and  thus  are  not  protected  under  it  (it  is  grand-fathered  under  NAFTA). 

It  has  been  assened  ±at  these  laws  infringe  upon  the  national  sover- 
eignty of  other  nations.  Although  these  laws  indirectly  impact  on  the 
economic  activity  of  those  countries  wishing  to  trade  with  the  U.S.,  it  is  not 
correct  to  say  these  are  attempts  at  e-xtraterritorial  exercise  of  United 
States  jurisdiction  in  potential  violation  of  customary  international  law. 
Rather,  these  statutes  govern  only  products  crossing  the  border  into  the 
United  States  and  do  not  purport  to  prescribe  the  conduct  of  private 
parties  outside  U.S.  jurisdiction.   Under  international  law,  it  is  axiomatic 
that  every  state  has  the  inherent  power  and  right  to  control  its  own  bor- 
ders. 


B.  Environmental  Conventions;   NAFTA  Partners  Can  Limit  Our 
Ability  to  Enter  into  Them 

NAFTA  would  also  significantly  curtail  the  ability  of  the  United  States 
to  enter  into  future  enviroimiental  conventions.   Article  104  recognizes  and 
protects  only  three  of  hundreds  of  such  conventions  (Convention  on 
International  Trade  in  Endangered  Species  of  WQd  Fauna  and  Flora,  The 
Montreal  Protocol  on  Substances  that  Deplete  the  Ozone  Layer,  and  the 
Basel  Convention  on  the  Control  of  Transboimdary  Movements  of  Hazard- 
ous Wastes  and  Their  Disposal)  in  the  event  of  conflict  between  NAFTA 
and  these  conventions.  It  leaves  all  the  rest  under  a  cloud  and  would 
require  the  concurrence  of  the  other  parties  before  new  conventions  that 
the  United  States  would  enter  into  could  be  afforded  precedence  under 
NAFTA.  This  could  complicate  the  ability  of  the  U.S.  to  enter  into  such 
agreements.  And  Mexico  and  Canada  have  different  records  in  signing 
such  conventions  and  might  object. 

Even  when  these  Conventions  take  precedence  over  NAFTA,  Article 
104  creates  an  avenue  where  special  interests  may  challenge  the  provisions 
within  these  Conventions.  The  trade  obligations  within  these  Conventions 
will  take  precedence  "..provided  that  where  a  Party  has  a  choice  among 
equally  eCTective  and  reasonably  available  means  of  complying  with  such 
obligations,  the  Party  chooses  the  alternative  that  is  the  least  inconsistent 
with  the  other  provisions  of  this  Agreement"  (emphasis  added).   There  is 
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no  criteria  for  what  constitutes  "equally  effective  and  reasonably  available" 
means  of  achieving  the  environmental  goaL  This  language  invites  challeng- 
es to  the  preventive  measures  adopted  by  these  agreements. 

Among  the  treaties  not  protected,  which  involve  trade,  are  the  Interna- 
tional Convention  for  the  Regulation  of  Whaling,  the  Convention  for  the 
Protection  of  Migratory  Birds  and  Game  Mammals  (between  the  U.S.and 
Mexico),  and  the  Convention  for  the  Establishment  of  an  Inter-American 
Tropical  Tuna  Commission. 


C.  Foodstuff  Regulation;  Criteria  Could  Weaken  Such  Regulations 

The  provisions  of  NAFTA  govemmg  foodstuff  regulation  could  signifi- 
cantly curtail  the  scope  of  regulation  possible  in  the  United  States.   While 
one  section  of  NAFTA  purports  to  give  the  parties  freedom  to  apply 
regulations  more  stringent  than  in:emational  ones  (Article  755),  other 
provisions  may  undermine  these  assurances  (i.e.,  the  provisions  on  "trade 
disciplines"  in  Agriculture  Subchapter  B  and  Chapter  9). 

Current  regulations  governing  residues  of  pesticides  (such  as  DDT  and 
heptachlor)  and  toxics  (e.g.,  under  Proposition  65  in  California)  and  other 
carcinogens  in  food  (e.g.,  under  ±e  Delaney  clause)  might  all  have  to  clear 
a  gauntiet  of  tests  designed  to  weaken  them.  Regulatory  standards  -.vhich 
exceed  international  norms  could  have  to  pass  muster  in  terms  of  a  welter 
of  new  esoteric  tests,  often  referred  to  as  "trade  disciplines": 


-They  must  "be  based  on  risk  assessment  and  science"  instead  of 
Congressional  preferences  for  risk  avoidance  and  shifting  bur- 
dens   of  risk. 


An  ordinary  reading  of  "based  on"  suggests  some  relationship 
between  the  content  of  the  risk  assessment  and  the  scientific 
principles  on  the  one  band  and  the  regulatory  measure  adopted  on 
the  other.  However,  certain  domestic  laws  do  not  acknowledge  ary 
relationship  between  the  results  of  a  risk  as«:r:ssment  and  the 
measures  adopted  to  implement  ±e  underlying  public  policy.  The 
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best  example  is  probably  the  Delaney  Anticancer  Clauses  in  the 
Federal  Food,  Drug,  and  Cosmetic  Act\  which  ban  the  addition  of 
cancer-causing  food  colorings,  additives,  and  animal  drugs  in  any 
amount  to  food.  It  is  more  than  plausible  to  conclude  that  a  total 
ban  on,  for  example,  a  color  additive  is  not  'Tjased  on"  a  risk 
assessment  Moreover,  the  availability  of  scientific  review  boards 
in  NAFTA  dispute  resolutions  processes  under  article  2015  suggests 
an  intent  to  scrutinize  the  linkage  between  scientific  proof  and 
standards  found  in  domestic  law. 


-They  must  be  shown  to  be  "necessary,"  which  means  that  no  other 
less  onerous  method  is  available. 

It  is  not  good  enough  to  choose  the  most  effective  means  of  con- 
trol; NAFTA  officials  can  second-guess  our  Congress  about  what  is 
needed.  Virmally  the  identical  language,  including  the  key  word 
"necessary,"  is  found  in  GATT  article  XX(b),  which  creates  an 
explicit  exemption  for  measures  designed  to  protect  human,  animal, 
or  plant  life  or  health,  provided  that  those  measures  are  "neces- 
sary." The  same  word  appears  in  article  XX(a),  concerning  mea- 
sures "necessary  to  protect  public  morals,"  and  article  XX(d), 
concerning  measures  "necessary  to  secure  compliance  with  laws  or 
regulations"  ±at  are  not  inconsistent  with  the  GATT. 

The  jurisprudence  of  the  word  "necessary"  in  the  GATT  context" 
has  been  exceedingly  unfortunate.  There  is  barely  a  single  GATT 
panel  report  that  turns  on  the  interpretation  of  this  word  where  the 
measure  in  question  was  held  to  be  consistent  with  the  GATT.^ 

-They  must  be  the  means  which  are  "least  inconsistent  with  the 
terms  of  tJiis  agreement"  (Article  104(1)  rather  than  the  means 
which  produce  the  most  protection  to  public  health. 

This  provision  is  close  to  others  calling  for  "minimizing  negative 
trade  effects"  (Article  734(3a).  This  suggests  basing  U.S.environ- 
mental  law  on  notions  of  maximizing  compatibility  with  economic 
needs  and  trade.  However,  its  history  runs  in  a  different  direction. 
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For  example,  the  goals  of  the  Clean  Air'  and  Clean  Water  Acts 
reflect  social,  not  economic  goals. 

Under  NAFTA  it  will  be  difBcult  to  pursue  such  sodal  goals.  In 
part  this  is  due  to  the  fart  that  NAFTA's  tests  are  borrowed  from 
GATT  which,  under  the  Uruguay  round,  is  attempting  to  impose 
similar  restrictions  on  domestic  regulatory  power,  not  only  on 
foodstuffs,  but  on  pollutipn  regulation  in  general. 

In  addition  to  these  specific  concerns  over  the  implication  and  intent  of 
NAFTA  language,  there  are  conflicts  in  the  NAFTA  language  which 
question  whether  NAFTA  or  GATT  will  take  precedence.  Although 
Article  103  states  that  NAFTA  trade  niles  will  prevail  where  inconsisten- 
cies between  itself  and  GATT  exist,  N.'lFTA  also  states  that  where  con- 
flicts arise  over  the  Dieaning  of  its  prc/isions,  the  parties  will  look  to 
GATTs  provisions  (Article  903). 


D.   States'  Role  as  Policy  Incubator  Jeopardized 

Under  NAFTA  the  federal  government  is  obliged  to  get  states  to 
conform  with  international  norms  under  the  provisions  of  article  105  of  the 
Agreement  This  provision  could  put  an  end  to  pioneering  work  by  states 
such  as  California,  as  on  Proposition  65. 

The  broad  approach  to  preemption  suggested  by  the  NAFTA  could 
well  undermine  existing  legislation  in  some  areas.  For  instance,  after  long 
and  bitter  batties.  Congress  has  e.xpressly  preserved  the  rights  of  states  to 
adopt  more  demanding  standards  governing  pesticides  under  certain 
circumstances'*. 

Recentiy  a  GATT  dispute  panel  attempted  to  overturn  the  right  of 
states  to  set  different  standards  than  those  established  by  the  federal 
government^.  The  United  States  government  has  refused  to  abide  by  this 
decision.  Even  in  the  absence  of  spedfic  legislation,  state  courts  have 
interpreted  the  GATT,  operating  through  the  Supremacy  and  Foreign 
Commerce  Qauses  of  the  Constitution,  to  preempt  state  and  local  initia- 
tives.* 
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At  a  minimum,  the  NAFTA  implementing  legislation  should  expressly 
preserve  these  existing  prerogatives  on  the  part  of  ±e  states.  To  avoid  any 
inadvertent  spillover  or  confusion  at  the  margins,  it  would  be  even  more 
desirable  to  preserve  the  rights  of  the  states  in  all  areas  covered  by  the 
agreements  and  to  deal  with  specific  cases  as  they  arise,  whe±er  through 
negotiation  with  state  authorities,  the  enactment  of  specific  Federal  legisla- 
tion, or  both.  In  this  regard,  the  implementing  legislation  for  the  GATT 
Tokyo  Rotmd,  Trade  Agreements  Act  of  1979  and  the  U.S.-Canada  Free- 
Trade  Agreement,  United  States-Canada  Free-Trade  Agreement  Imple- 
mentation Act  of  1988     are  unacceptable  precedents^.  These  provisions 
expressly  override  state  law  to  the  extent  necessary  to  give  effea  to  the 
obligations  in  ±ose  agreements.   Consequently,  the  NAFTA  implementing 
legislation  should  make  absolutely  clear  that  reports  of  dispute  settlement 
panel  reports  shall  be  without  legal  effert  in  state  or  local  judicial  or 
administrative  proceedings. 


E.  Lowering  U.S.  Pollution  Control  Standards;   Move  Toward 
International  Norms  Which  Tend  to  be  Weaker 

NAFTA  contemplates  a  concened  process  to  bring  pollution  regulations 
of  the  three  coimtries  into  alignment  They  are  supposed  to  develop 
standards  which  conform  to  an  ideal  of  equivalence.  A  mechanism  called 
the  Committee  on  Standards-Related  Measures  is  set  up  to  push  this 
agenda.  There  is  no  provision  for  public  notice  or  participanon  in  its  work. 
Nor  is  it  clear  what  Congress's  role  would  be. 

While  NAFTA  calls  for  harmonization  to  the  "highest  standard",  there  is 
nothing  structural  in  the  NAFTA  that  prevents  a  "race  to  the  bottom." 
Article  756(1)  and  article  906(1,2)  are  mere  exhortations  in  calling  for  the 
highest  standards.  Citizens  could  not  challenge  agreements  by  the  three 
countries  which  actually  lowered  standards,  as  they  could  in  the  United 
States.  NAFTA  does  not  set  any  floors  for  harmonized  standards-e.g.,  a 
minimally  accepted  risk  of  one  in  a  million  lifetime  exposure   to  a  carcino- 
gen.  Moreover,  equivalence  will  be  difficult  to  achieve  because  the  three 
countries  do  not  set  their  standards  in  comparable  terms. 

These  efforts  could  also  affect  the  program  of  ±e  United  States  to 
improve  automobile  fuel  efficiency  (CAFE  standards).   NAFTA  calls  for 
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the  signatories  to  make  their  automobile  standards  compatible.   Since 
Mexico  has  no  such  standards,  incompatibility  will  grow  if  the  U.S.  increas- 
es its  CAFE  standards.  This  fact  may  be  used  to  dissuade  the  U.S.  from 
tnalring  such  increases. 

Whenever  the  United  States  plans  to  increase  its  standards,  NAFTA 
requires  notification  of  the  other  signatories  (Article  718  and  909).  Pro- 
posed standards  which  exceed  those  set  by  international  standard-setting 
organizations  will  be  subject  to  more  severe  criticism  by  trading  partners. 
Federal  and  state  governments  are  required  to  respond  to  aU  inquiries 
from  trading  parmers  as  to  the  motivation  and  justification  for  the  new 
standard.  All  these  requirements  invite  additional  pressures  upon  federal 
and  state  governments  and  slow  down  the  process  toward  higher  standards. 
This  problem  will  become  even  more  aggravated  if  more  countries  become 
signatories. 

While  it  is  not  clear  on  the  face  of  it  -vhether  the  Commission  on 
Standards  will  aim  at  aligning  the  standards  to  higher  or  lower  levels  than 
those  prevailing  in  the  United  States,  NAFTA  still  holds  out  the  goal  of 
conforming  to  international  norms.   It  only  makes  an  exception  where  the 
norm  would  be  completely  ineffective,  rather  than  just  less  effective.  As 
stated  before,  international  norms  are  generally  lower.  They  reflect  the 
lowest  cormnon  denominator  and  the  habit  of  excluding  public  participa- 
tion. 

A  further  impetus  to  lowering  U.S.  standards  is  provided  by  a  special 
section  in  NAFTA  that  allows  a  signatory  to  bring  an  action  for  damages 
because  it  lost  a  business  opportunity  owing  to  the  high  enviroimiental 
standards  of  the  United  States  (see  Nullification  and  Impairments  section 
of  Annex  2004). 


F.  Dispute  Resolution:  Environmental  Voices  Can  Be  Excluded 

The  provisions  of  NAFTA  governing  the  resolution  of  disputes  between 
parties  do  not  work  in  favor  of  getting  a  fair  hearing  for  enviromnental 
questions.  The  proceedings  are  secret,  and  there  is  no  ass;irance  that 
environmentalists  will  be  allowed  to  intervene  or  present  a/guments  and 
evidence.  The  NAFTA  text  perpetuates  very  unfortunate  GATT  prece- 
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dents  which  prohibits  public  access  to  and  scrutiny  of  the  dispute  settle- 
ment process.  Article  2012  provides  that  "[t]he  panel's  hearings,  delibera- 
tions and  initial  report,  and  all  written  submissions  to  and  communications 
with  the  panel  shall  be  confidential."  The  tuna  dolphin  case  is  an  excellent 
example  of  the  deficiencies  of  the  GATT  trade  agreement  dispute  settle- 
ment process,  on  which  this  passage  is  modeled. 

While  there  is  discretion  to  appoint  advisory  review  boards  of  scientists 
for  factual  questions,  there  is  no  assurance  that  in  fact  they  will  be  appoint- 
ed. It  is  entirely  possible  that  determinations  will  be  made  on  the  status  of 
U.S.  environmental  laws  by  dispute  panels  without  ever  hearing  e.xpert 
arguments  in  their  favor. 

The  so-called  "burden  shifting"  provisions  in  NAFTA  do  not  remedy 
other  outstanding  deficiencies  in  the  trade  agreement  dispute  settlement 
process.  Article  765(6),  addressing  sanitary  and  phytosanitary  measures, 
and  article  914(4)  on  technical  barriers  state  that  ±e  challenging  party 
shall  have  the  burden  of  demonstrating  the  inconsistency  with  the  NAiTA 
of  any  challenged  measure  or  standard-  These  "burden  shifting"  provisions 
are  presumably  an  attempt  to  articulate  a  different  analytical  approach 
fi-om  that  followed  in  the  GATT,  where  the  "defending"  party  bears  the 
onus  of  demonstrating  compatibility  with  the  agreement. 

While  these  provisions  are  no  doubt  a  change  for  the  better,  GATT  and 
NAFTA  dispute  settlement  panels  are  not  courts.  There  is  no  reason  to 
believe  that  in  the  past  the  result  in  any  particular  panel  proceeding  turned 
on  questions  of  burden  or  presumption,  or  ±at  any  of  ±ose  restilts  would 
have  been  different  had  the  burdens  or  presumptions  been  reversed.  To 
the  extent  that  the  GATT  interpretation  of  "necessary"  is  incorporated  into 
the  NAFTA,  even  with  these  "burden  shifting  provisions,"  the  challenging 
party  would  have  to  demonstrate  merely  that  one  of  the  potentially  infinite 
universe  of  regulatory  options  is  less  trade-restrictive  than  that  under 
review.  Given  this  situation,  these  "burden  shifting"  provisions  cannot  be 
considered  to  offset  concerns  about  the  effect  of  the  trade  disciplines 
discussed  in  the  sections  on  food  safety  and  pollution  control  standards 
above. 
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G.  The  Energy  Chapten  Subsidies  Continued  to  Encourage  Oil 
Exploitation 

NAFTA's  Preamble  states  its  commitment  to  the  principles  of  "sustain- 
able development'-principles  first  outlined  in  the  1987  Brunddand  Com- 
mission ReporL   If  these  principles  were  to  be  fully  embraced,  then  ±e 
language  in  Chapter  Six:   "Energy  and  Basic  Petrochemicals"  requires 
attention.  Article  601(2)  states  that  one  of  the  goals  of  NAFTA  is  to 
"strengthen  the  important  role  ±at  trade  in  energy  and  basic  petrochemical 
goods  play".   In  addition.  Chapter  Six  allows  continuation  of  existing  and 
future  subsidies  for  oil  and  gas  exploration.  While  the  Sierra  Club  recog- 
nizes that  developing  greater  interdependence  -mxh  respect  to  petroleum 
reserves  between  NAFTA  parmers  may  be  a  desirable  outcome,  neverthe- 
less the  language  contained  in  this  chapter  says  nothing  to  promote  global 
efforts  to  reduce  dependence  on  fossil  fuels. 


H.  Fixing  These  Problems 

AH  of  the  problems  just  discussed  are  rooted  in  the  words  of  the 
negotiated  texL  They  caimot  be  changed  by  unilateral  action— i.e.  by  the 
United  States  acting  alone.  They  will  be  interpreted  and  applied  by 
international  trade  panels  when  disputes  arise.  Favored  interpretations  in 
this  country  will  not  necessarily  prevail. 

Consequently,  the  United  States  must  attempt  to  re-negotiate  the  words 
which  give  rise  to  these  problems.  There  is  some  reason  to  believe  the 
Mexican  government  has  not  closed  the  door  tightly  on  doing  this.  This 
narrow  task  can  be  imdertaken  without  re-opening  all  questions  under  the 
agreement. 

To  avoid  having  this  process  look  like  an  invitation  to  re-open  many 
other  questions,  this  effort  can  be  couched  in  terms  of  a  protocol  to  the 
agreement  on  environmental  questions.   It  might  also  be  viewed  as  an 
amendment,  or  even  as  some  kind  of  collateral  agreement 
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III.   KEEPING  U.S.  LAWS  STRONG  AND  OUR  PLANTS  FROM 
MOVING 

A.  Moving  Plants  to  Mexico;  NAFTA  Creates  Incentives  to  Move  That 
Will  Trigger  Pressures  to  Weaken  Our  Laws 

The  current  text  of  NAFTA  fails  to  deal  effectively  with  the  incentive  it 
may  provide  to  companies  in  the  United  States  to   move  to  Mexico  to 
escape  effective  environmental  regulation,  or  to  threaten  to  move  to  create 
pressures  to  weaken  U.S.  laws.  T^e  text  of  Article  1114(2)  states  as 
follows: 

The  Parties  recognize  that  it  is  inappropriate  to  encourage 
investment  by  relaxing  domestic  heaJth,  safety  or  environmen- 
tal measures.  Accordingly,  a  Party  should  not  waive  or  other- 
wise derogate  from,  or  offer  to  waive  or  otherwise  derogate 
from,  such  measures  as  an  encouragement  for  the  establish- 
ment, acquisition,  expansion,  or  retention  in  its  territory  of  an 
investment  of  an  investor.  If  a  Party  considers  that  another 
Party  has  offered  such  an  encouragement,  it  may  request 
consultations  with  the  other  Party  and  the  two  Parties  shall 
consult  wi±  a  view  to  avoiding  any  such  encouragement. 

The  phrasing  used  here  is  not  the  language  of  legal  obligation  (e.g.,  "to 
recognize  ±at  it  ■$  appropriate"  and"should.")  are  not  the  language  of  legal 
obligatiorL   Moreover,  by  specifying  the  settlement  of  disputes  through 
consultation  and  negotiation,  the  text  appears  to  preclude  the  mandatory 
panel  process.  The  panel  dispute  settlement  mechanisms  are  the  hallmark 
of  virtually  all  of  the  remainder  of  the  agreement;  without  them  this 
provision  is  meaningless.  Moreover,  their  absence  is  clear  evidence  of  a 
serious  double  standard;  by  comparison  with  the  harsh  and  aggressive  trade 
disciplines  imposed  on  environmental,  health,  and  safety  regulations  in 
chapters  7  and  9, 
environmentally  beneficial  provisions  are  accorded  second  class  status. 

NAFTA  merely  admonishes  the  parties  not  to  lower  their  standards  to 
luie  companies.  One  of  the  real  problem  lies  in  the  tradition  of  lax 
enforcement  in  Mexico.   While  Mexico  recognizes  the  severity  of  her 
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environmental  problenis,  competitive  economic  pressures  and  a  lack  of 
technological  and  financial  resources  create  tremendous  disincentives  to 
implement  existing  laws.  As  evidence  of  this  lack  of  enforcement,  the 
GAO  recently  studied  twelve  U.S.  plants  there  and  foimd  none  were  in 
compliance  with  Mexican  environmental  laws. 


B.  Provide  a  Deterrent  to  Moving;   Require  U.S.  Companies  that  Move 
to  Still  Meet  U.S.  Standards 

A  deterrent  is  needed  so  that  U.S.  companies  will  not  move  to  seek 
weaker  environmental  regulation  in  Mexico.  Such  a  deterrent  could  be 
provided  by  amending  U.S.  law  to  specify  that  companies  domiciled  in  the 
United  States,  as  well  as  subsidiaries,  must  at  least  mec-r.  the  standards  of 
U.S.  environmental  laws  when  they  operate  in  Mexico,  though  obviously 
they  should  also  meet  Mexican  standards  whenever  they  are  higher. 
Companies  failing  to  do  this  should  be  subjert  to  various  penalties,  includ- 
ing denial  of  tax  and  other  privileges. 

Such  a  provision  could  immediately  apply  to  all  new  plants  being  built 
in  Mexico  by  U.S.  companies.  It  could  be  phased  in  with  respect  to  pre- 
existing plants.   Such  a  provision  should  apply  throughout  all  of  Mexico. 
Currently  the  parallel  plan  for  the  border  region  contemplates  such  an 
arrangement  However,  this  kind  of  a  provision  needs  to  apply  throughout 
Mexico  to  deter  flight  from  U.S.  standards.  It  is  not  fair  to  those  compa- 
nies who  continue  to  respect  domestic  environmental  laws  and  provide  jobs 
for  U.S.  citizens  to  be  penalized  by  competing  against  products  sold  in  the 
U.S.  which  are  produced  with  this  unfair  advantage  by  companies  relocat- 
ing there.  The  idea  of  extending  U.S.  laws  to  cover  businesses  operating 
abroad  has  been  proposed  through  a  Foreign  Environmental  Practices 
Act' 

At  least  so  far  as  it  is  authorized  by  an  international  agreement,  this 
kind  of  a  provision  does  not  impinge  upon  the  proper  exercise  of  sover- 
eignty by  Mexico.   It  regulates  condua  by  legal  persons  under  the  sover- 
eign control  of  the  United  States  in  ways  that  are  benign  and  beneficial  to 
Mexico.  While  U.S.  companies  might  be  held  to  a  higher  standard  than 
other  companies  in  Mexico,  such  a  provision  would  not  be  enforced  by 
Mexico,  and  thus  would  not  be  discriminatory  from  a  Mexican  point  of 
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view.  Mexico  would  not  be  treating  companies  differently.  The  United 
States  would  be  acting  in  pursuit  of  principles  of  sustainability  in  reqtiiring 
its  citizens  abroad  to  be  responsible  and  good  stewards  in  their  use  of  the 
environment. 

While  it  would  be  wise  to  seek  Mexico's  understanding  in  pursxiit  of  any 
such  objective,  the  U.S.  could  do  this  unilaterally  through  domestic  legisla- 
tion. 

Shareholders  of  U.S.  based  companies  operating  in  Mexico  should  also 
be  empowered  to  file  shareholder  actions  in  U.S.  courts  against  such  U.S. 
companies  if  they  are  violating  either  U.S.  or  Mexican  law. 


IV.  THE  BORDER  EiNVIRONMENT:  KEEPING  A  BAD  SITUATION 
FROM  GETTING  WORSE 


A.  Funding  Sonrce  Needed  for  aeannn:   Plow-back  Profits  into 
Cleanup 

The  already  badly  polluted  enviroimient  along  the  U.S.-Mexican  border 
will  become  even  more  polluted  if  the  niunber  of  factories  and  worker 
towns  grows  under  the  impetus  of  NAFTA.   Qeanup  of  the  existing 
problems  could  cost  $5-12  billion,  and  dealing  with  fixture  problems  would 
cost  more.  The  two  governments  have  suggested  providing  well  less  than  $1 
billion.  This  would  come  out  of  annual  appropriations  and  would  last  only 
a  few  years.  It  is  uncertain  whether  any  of  these  resources  will  materialize. 

The  "polluter  pays"  principle  would  suggest  two  kinds  of  actions.  One, 
plant  owners  should  be  required  to  reduce  their  emissions  and  discharges 
and  to  dean  up  toxic  and  industrial  waste  problems.  Two,  a  source  of 
revenue  must  be  found  to  clean  up  ambient  problems,  such  as  contaminat- 
ed waste  water  and  groundwater,  to  provide  potable  water,  and  to  pave 
dusty  roads.  Also  some  central  fedlities  need  to  be  built  to  handle  hazard- 
ous waste. 
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The  second  type  of  problem  could  be  financed  by  levying  a  charge 
upon  the  trade  which  generates  the  environmental  problems.  This  could 
come  in  the  form  of  a  residual  tariff  on  the  border  trade  or  a  business  tax. 
Moreover,  some  help  might  be  provided  by  national  taxpayers  in  recogni- 
tion of  benefits  enjoyed  nationally  from  cheap  products.   Moreover,  bonds 
might  be  sold  to  provide  up-front  financing. 

A  mechanism  must  be  set  up  to  plow-back  some  of  ±e  profits  of  this 
new  industry  into  cleanup.  This  mechanism  must  be  locked  into  place  as  a 
dedicated  fund  so  that  it  caimot  be  later  defeated  to  shortchange  environ- 
mental interests. 


B.  Enforcement;  More  Than  Pious  Promises  Are  Needed 

Often  environmental  laws  go  unenforced.  This  is  particularly  true  in 
Mexico  where  laws  are  broadly  framed  (detailed  regulations  and  standards 
are  missing);  trained  staff  are  not  available;  and  economic  pressures  create 
disincentives  against  strict  enforcement  While  these  problems  are  not 
unknown  in  all  three  NAPTA  countries,  they  are  particularly  acute  in 
Mexico.  This  problem  provides  an  inducement  for  plants  to  threaten  to 
move.  This  is  now  occurring  in  California  where  plant  re-location  threats 
are  causing  legislators  to  re-think  many  important  environmental  protection 
measures. 

Sensitivities  over  sovereignty  kept  the  1992  Integrated  Border 
Environment  Plan  from  coming  to  grips  with  this  problem.  It  has  no  joint 
mechanism  to  secure  real  enforcement,  particularly  in  border  communities. 
Each  side  is  free  to  do  what  it  wants;  emphasis  is  on  voluntary  programs  to 
reduce  waste,  and  commimity  awareness  programs'.  The  plan  relies  on 
voluntary  compliance,  admonitions,  information  exchanges,  meetings  and 
high  hopes  to  secure  enforcement.  This  is  not  enough.   Years  of  experi- 
ence under  the  La  Paz  ^cement,  using  such  an  approach,  have  led  to  . 
little  improvement. 

Four  changes  are  needed  to  insure  enforcement: 

L  Lax  enforcement  in  practice  of  enviroimiental  standards  should 
be  regarded  a  violation  of  NAFTA  since  it  will  disadvantage  in- 
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dustry  in  areas  that  have  enforcement  The  country  suffering  this 
advantage  should  be  able  to  initiate  a  dispute  settlement  proceed- 
ing under  the  agreement  These  rights  should  be  codified  in  U.S. 
law  through  extensions  of  the  "Super  301"  provisions  of  the  1988 
Onmibus  Trade  Act^°. 

2.  In  the  United  States,  citizen  suit  enforcement  provisions  have 
proven  to  be  a  powerful  lever  toward  enforcement   Such  provi- 
sions should  be  written  into  NAFTA.  Citizens  of  each  signatory 
should  be  allowed  to  file  enforcement  actions  in  the  courts  of  the 
other  signatories.  These  actions,  naturally,  should  be  pursued 
under  the  laws  of  each  coimtiy,  except  that  provisions  should  be 
set  up  to  assure  that  such  enforcement  actions  by  citizens  can  be 
brought  under  fair  procedures.  These  reciprocal  provisions  on 
access  to  each  nation's  courts  should  also  cover  private  damage 
actions. 

3.  Trans-border  pollution  (e.g.,  smelter  smoke)  has  proven  to  be  a 
serious  problem  for  which  there  should  be  additional  remedies. 
Each  signatory  should  be  authorized  to  impose  import  restrictions 
on  commodities  from  the  other  wherever  tliey  are  adversely 
affected  by  such  pollution. 

4.  Within  the  border  zone,  joint-enforcement  strike  forces  should  be 
set  up  to  secure  enforcement  These  should  involve  joint  inspec- 
tion teams,  joint  citation  ieams,  and  cooperation  in  prosecution. 
These  teams  should  have  access  to  the  courts  of  each  coimtry  just 
as  citizens  would  have.  Such  joint  teams  are  needed  because 
border  communities  share  air  and  water,  and  it  makes  no  sense  to 
assume  that  the  problems  can  be  settled  in  ways  ±at  ignore  the 
other  party.  Moreover,  joint  monitoring  stations  need  to  be  estab- 
lished and  expertise  should  be  shared.  All  of  these  recorranenda- 
tions  are  possible  under  the  current  EBEP  format  if  agents  from 
each  government  are  given  the  authority  and  resources  to 
implement  the  terms  of  the  agreement 
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.  C.  Cooperative  Institutions 

Not  only  should  the  split  communities  along  the  border  enjoy  the 
benefit  of  joint  enforcement  teams,  they  should  also  benefit  from  a  broader 
kind  of  cooperation.  It  makes  no  sense  for  different  standards  to  be 
applied  to  environmental  regulation  in  different  parts  of  a  single  metropoli- 


L  Joint  Environmental  Improvement  Districts  should  be  authorized 
for  these  communities.  These  should  have  power  to  tax  and  regu- 
late environmental  conditions  and  to  finance  infrastructure  im- 
provements. They  should  be  able  to  hire  staffs  and  pursue  pro- 
grams just  as  American  special  purpose  taxing  districts 
can.  They  should  draw  their  governing  boards  equally  from  each 
side  of  the  border.  For  example,  instead  of  San  Diego  and 
Tijuana  only  having  separate  air  quality  control  districts,  they 
would  also  have  a  combined  one  and  could  tackle  water  pollution 
and  other  issues  too. 

It  is  important  that  these  "split  communities"  be  empowered  to 
solve  their  own  problems  and  not  be  forced  to  address  local  prob- 
lems through  foreign  ministries  and  national  agencies  to  solve 
everyday  problems.  While  there  may  be  a  role  for  a  joint  agency 
all  along  the  border  or  a  tripartite  commission  on  environmental 
problems  in  general,  they  are  not  a  substitute  for  such  local 
districts,  nor  should  they  get  in  their  way. 

2.  A  Tri-partite  Environmental  Commission  (such  as  the  one 
currently  under  negotiations  between  Canada,  Mexico,  and  the 
United  States)  could  be  useful  if  it  were  an  agency  with  GAO- 
like  powers.  It  should  be  empowered  to  receive  complaints  from 
citizens,  to  conduct  investigations  of  compliance  and  enforcement 
problems,  and  to  make  recommendations  for  improvements  in 
performance.  Citizens  filing  enforcement  actions  should  be  able 
to  look  to  this  body  for  information  on  compliance  failures. 
Actual  enforcement  work  and  remediation  operations  should  be 
handled  at  the  local  level  through  environmental  improvement 
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districts.  Every  five  yean  the  commission  should  conduct  a 
thorough  review  of  environmental  conditions  and  progress. 

It  should  be  emphasized,  however,  that  the  creation  of  the  com 
mission  is  in  no  sense  a  substitute  for  correcting  the  other  flaws 
in  the  NAFTA  text  discussed  above. 


D.  Linkage:   Suspend  NAFTA  if  Environmental  Progress  is  Stalled 

Once  NAFTA  becomes  operational,  it  wiU  be  all  too  easy  to  forget 
about  problems  of  funding,  enforcement  and  local  empowerment.  In- 
creased trade  will  set  up  a  momentum  of  its  own  that  will  tend  to  leave 
these  problems  in  its  wake.  Promises  to  address  these  environmental 
needs  can  be  conveniently  forgotten  or  side-tracked. 

A  mechanism  needs  to  be  built  into  this  system  to  link  economic 
momentum  with  environmental  progress.  Some  sort  of  trigger  process 
should  be  built  into  the  agreement  to  suspend  NAFTA's  provisions  if  the 
environment  gets  left  in  the  lurch.  A  serious  complaint  on  this  count  should 
trigger  a  suspension  pending  negotiation  of  the  problem.   Such  a  complaint 
should  be  able  to  filed  by  the  executive  or  legislative  branches.  Further,  a 
judicial  finding  should  have  the  effect  of  suspending  the  application  of  the 
NAFTA  as  a  domestic  law.  If  the  problems  remain  imresolved.  Congress 
should  be  able  to  repeal  the  implementing  legislation. 


E.ijsinfiJl!S_Pl2JblSm5 

All  of  the  suggestions  made  in  this  section  could  best  be  addressed 
through  some  sort  of  collateral  agreement  or  protocol  to  the  agreement 
Obviously,  though  the  U.S.  could  levy  tariSs  on  its  own,  as  well  as  tax 
businesses  on  its  side  of  the  border  and  make  general  appropriations 
tovrard  cleanup  objectives.  However,  funding  needs  can  best  be  addressed 
collaboratively. 


18 


236 


V.  CONCLUSIONS 

The  environmental  problems  posed  by  NAFTA  are  not  inherent  in  its 
purpose.  They  can  be  fixed  and  could  have  been  avoided  at  the  outset 
Many  of  the  problems  rooted  in  the  text  were  borrowed  from  GATT, 
whidi  is  even  more  problematic  Unfortunately  the  Bush  Administration 
was  committed  to  structuring  NAFTA  within  the  framework  of  GATT,  and 
therefore  lacked  the  political  will  to  use  trade  agreements  as  an  affirmative 
force  for  protection  of  the  environment  This  weakness  was  acknowledged 
by  Mr.  Clinton  in  his  October  4,  1992  speech  on  NAFTA; 

The  shortcomings  in  xhe  agreement  are  really  a  reflection,  however, 
of  the  shortcomings  in  the  Bush  economic  policy  as  a  whole,  not  just 
in  his  approach  to  trade  with  Mexico  or  to  world  trade,  but  in  the 
whole  approach  to  the  economy  and  the  environment 

It  is  not  asking  too  much  to  call  for  a  trade  agreement  that- 

-leaves  each  country  free  to  pursue  strong  environmental  laws  and 
treaties; 

-removes  incentives  for  industrial  flight; 

-promotes  a  better  environment  rather  than  a  worse  one; 

-and  assures  open,  democratic  processes  in  decision  making. 

The  Sierra  Qub  believes  that  the  problems  inherent  in  NAFTA  can  be 
corrected.  We  will  work  to  strengthen  the  environmental  provisions,  as 
President  Clinton  has  called  for,  through  such  mechanisms  as  protocols  to 
the  agreement  supplemental  agreements,  and  new  domestic  legislation.  Li 
this  way,  the  entire  NAFTA  package  can  promote  an  improved  quality  of 
life  for  citizens  in  ail  participating  coimtries. 
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ENDNOTES 

LDclaney  Anticancer  Oauscs  m  the  Federal  Food,  Drug,  and  Cosmetic  Act  (21  U^.C 
348(c)(3)(A).  360). 

2.  See  e.g^  United  States  -  Measures  Affecting  Alcoholic  and  Malt  Beverages,  GA.T.T. 
Doc.  No.  DS23/R  M  5.41^3  &  5J2  (Feb.  7,  1992)  (measures  relating  to  import  of  beer  not 
least  trade  restrictive  and  therefore  not  "necessary  within  meaning  of  article  XX(d)); 
United  States  -  Restrictions  on  Imports  of  Tuna  1  5.28,  reprinted  in  30  LLJ^.  1594  (1991) 
(failure  to  'exhaustQ  all  options  reasonably  available  . . .  through  measures  consistent  with 
the  General  Agreement"  implies  lack  of  necessity  pursuant  to  article  XX(b));  Thailand  - 
Rest/ictions  on  Importation  of  and  Internal  Taxes  on  Cigarettes  11  74-81,  BASIC  INSTRU- 
MENTS AND  SELECTED  DOCUMENTS  [hereinafter  BISD],  at  200  (37th  Supp.  1991),  reprinted 
in  30  Ll-M.  1122  (1991)  fmiport  restrictions  not  justified  by  Article  XX(b)  in  light  of 
availability  of  GATT-consistent  or  less  GATT-inconsistent  measures);  United  States  - 
Section  337  of  the  Tariff  Act  of  1930  13  5-25-35,  BISD,  at  345  (36th  Supp.  1990) (availability 
of  GATT-consistent  or  less  GATT-inconsistent  alternatives  implies  challenged  measures  not 
'necessary"  under  article  XX(d)). 

The  negotiators  of  the  agreement  have  made  a  very  implausible  argument  asserting  that  the 
context  of  "necessary"  in  NAFTA  Article  754  is  different  from  that  in  GATT  Article  XX, 
which  creates  an  exception  to  the  General  Agreement.   Consequently,  goes  this  spurious 
argument,  dispute  settlement  panels  will  not  look  to  the  term  "necessary"  in  GATT  in  the 
interpretation  of  the  identical  word  in  NAFTA  Article  754. 

First,  the  unilateral  assurances  of  the  U.S.  negotiators  after  the  conclusion  of  the 
negotiations  are  unilateral  interpretations  of  one  party  that  have  no  bearing  on  the 
meaning  of  the  agreement.  Even  if  there  were  to  be  some  supplementary  indica- 
tion of  the  intention  of  all  three  parties  -  more  than  just  a  self-serving,  post  hoc, 
unilateral  statement  by  the  United  States  —  that  evidence  would  very  likely  have 
little  if  any  effect  on  the  application  of  the  NAFTA  by  dispute  settlement  panels. 
In  stark  contrast  to  the  interpretation  of  U.S.  statutes  by  reference  to  their 
legislative  history,  the  negotiating  history  of  international  agreements  —  so-called 
travaux  preparatoira  —  is  of  almost  no  relevance  in  their  interpretation  by  interna- 
tional tribunals.  Although  not  in  force  for  United  States,  This  instrument  has 
been  accepted  by  the  Executive  Branch  as  a  codification  of  customary  internation- 
al law  regarding  international  agreements. 

Last,  the  word  "necessary  as  used  b  GATT  article  XX  —  and  presumably  all  the 
interpretive  baggage  described  above  —  is  explicitly  incorporated  by  reference  into 
NAFTA  Article  210L  Words  in  an  mtemational  agreement  must  be  presumed  to 
carry  the  ider'lcal  meaning  throughout.  USTR's  interpretation,  by  contrast,  rests 
entirely  on  very  delicate  nuances  in  conte,\t  that  may  not  be  appreciated  by,  or 
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may  be  affinnadvely  rejected  by,  dispute  settlement  panels  confronted  with 
overwhelming  textual  indications  that  the  GATT  mterpretation  of  'necessary*  was 
intended  by  the  NAFTA  drafters. 

There  is  a  high  premium  on  precision  in  the  unadorned  text  proper,  without 
reference  to  outside  interpretive  gloss.  Within  that  text,  every  legal  factor  points 
to  a  conclusion  chat  there  is  a  high  likelihood  indeed  that  'necessary*  wiU  be 
interpreted  by  dispute  settlement  panels  exactly  as  it  has  been  in  the  GATT. 
Similarly,  there  is  nothing  in  the  text  —  as  there  plainly  should  be  —  that  expressly 
negates  this  conclusion.  As  described  above,  this  very  word  contributed  Co  a 
finding  by  the  mfamous  GATT  dispute  settlement  panel  Chat  the  U^.  Marine 
Mammal  Protection  Act  violates  the  GATT. 

There  can  be  no  assurances  in  litigation  before  trade  agreement  dispute  settlement 
panels.  For  instance,  m  September  1990  Chen-United  States  Trade  Representative 
Carla  Hills  testified  that  the  United  States  would  win  Che  so-called  "tuna  dolphin' 
dispute. 

3.See  especially  Clean  Air  Acts  of  1970,  1976  and  1990. 

4.  See,  e.g^  Federal  Insecticide,  Fun^dde,  and  Rodentidde  Act  S  24<a),  7  U.S.C.  S  136v(a); 
Safe  Drinking  Water  and  Toxic  Enforcement  Act  of  1986,  CaL  Health  &.  Safety  Code  SS 
25249.5- J3  ("Proposition  65");  Wisconsin  PubUc  Intervenor  v.  Mortier,  111  S.  Ct.  2476  (1991); 
COPARR,  Ltd.  V.  aty  of  Boulder,  942  F.2d  724  (10th  Cir.  1991). 

5.  Malted  Beverage  Case,  op.dt. 

6.  £.?■■■  Bethlehem  Steel  Corp.  v.  Board  of  Commissioners  of  Department  of  Water  &  Power. 
276  CaL  Ann.  2d  221.  80  Cal.  Rptr.  800  ri969^  f'Buv  American"  law):  Baldwin-Lima. 
Hamilton  Com,  v.  Superior  Court.  208  Cal.  Aon.  2d  803.  25  Cal.  Rptr.  798  a962)  Tsame): 
Temtor,  of  Hawaii  v.  Ho.  41  Haw.  565  ri957)  riabelling  lawV 

7.  Tokyo  Round,  Trade  Agreements  Act  of  1979  S  403(a),  19  U.S.C.  S  2533(a),  and  the 
U.S.-Canada  Free-Trade  Agreement,  United  States-Canada  Free-Trade  Agreement 
Implementation  Act  of  1988  S  102(b),  19  U.S.C  S  2112  note. 

8.  Alan  Ne£E^  "Not  in  Their  Backyards,  Either  A  Proposal  for  a  Foreign  Environmental 
Practices  Act*.  Ecology  Law  Quarterly.  (Vol  17,  1990),  pages  477-537. 

9.  EPA.  Integrated  Envrromnental  Plan  For  the  Mexican-U.S.  Border  Area  (1992). 

10.  Omnibui  Trade  Act  of  1988  (PJ-.  100-418;  102  StaL  II07,  sec.  301). 
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Chairman  Gibbons.  Thank  you. 
Mr.  Emerson. 

STATEMENT  OF  PETER  M.  EMERSON,  SENIOR  ECONOMIST, 
ENVIRONMENTAL  DEFENSE  FUND 

Mr.  Emerson.  Chairman  Gibbons,  my  name  is  Pete  Emerson.  I 
am  an  economist  employed  by  the  Environmental  Defense  Fund  in 
Austin,  TX.  I  appreciate  the  opportunity  to  testify  today  on  envi- 
ronmental issues  related  to  the  North  American  Free  Trade  Agree- 
ment. I  will  summarize  my  comments  and  offer  a  longer  statement 
for  the  record. 

Throughout  the  NAFTA  debate,  the  Environmental  Defense 
Fund  has  advocated  strategies  that  combine  trade  liberalization 
and  measures  to  protect  the  environment.  We  have  put  forth  rec- 
ommendations to  make  progress  on  environmental  protection  using 
cooperation,  efficiency,  economic  growth,  and  markets,  rather  than 
resorting  to  measures  that  would  pit  trading  partners  against  each 
other. 

The  NAFTA  text  that  was  signed  on  December  17  is  a  step  for- 
ward with  respect  to  environmental  protection.  However,  it  is  only 
a  beginning.  Very  important  work  remains  to  be  done  through  a 
supplemental  agreement  on  the  environment  and  in  drafting  U.S. 
implementing  legislation. 

Among  the  shortcomings  of  the  NAFTA  to  be  remedied  are  the 
following:  First,  it  does  not  provide  an  incentive  to  systematically 
upgrade  enforcement  of  existing  environmental  laws  and  standards 
in  North  America.  Second,  the  NAFTA  does  not  do  much  to  help 
the  three  countries  work  together  to  establish  and  enforce  regula- 
tions on  environmentally  damaging  processes  and  production  meth- 
ods. Finally,  the  NAFTA  package  offers  no  real  assurance  that  suf- 
ficient Government  funding  will  be  made  available  to  meet  existing 
public  sector  commitments,  such  as  the  United  States-Mexico  bor- 
der plan,  or  to  deal  with  the  environmental  consequences  of  the  ex- 
panding trade. 

In  addressing  the  NAFTA's  shortcomings  and  further  integrating 
trade  and  environmental  objectives,  certain  basic  principles  should 
be  followed.  For  example,  any  actions  that  are  taken  through  a 
supplemental  agreement  or  through  the  implementing  legislation 
should  complement  the  efforts  of  each  sovereign  nation  to  deliver 
progress  on  its  own  initiatives.  Furthermore,  and  of  particular  im- 
portance to  this  committee,  the  actions  should  not  disadvantage 
foreign  producers  vis-a-vis  domestic  producers,  and,  certainly  from 
our  point  of  view  as  environmentalists,  they  should  lead  to  measur- 
able improvements  in  the  environment. 

One  good  place  to  test  these  principles  is  along  our  border  with 
Mexico.  It  was  very  encouraging  to  hear  Ambassador  Kantor's  tes- 
timony this  morning.  The  number  one  priority  in  his  statement  is 
to  solve  problems  on  the  United  States-Mexico  border. 

Largely,  as  a  result  of  the  NAFTA  debate,  those  huge  environ- 
mental and  public  health  problems  along  the  border  have  now  been 
cataloged  in  numerous  studies  and  have  been  widely  reported  in 
the  media. 

To  deal  with  the  trade-related  environmental  problems  that  af- 
fect millions  of  U.S.  citizens  along  the  border,  we  ask  that  the  Con- 
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gress  direct  the  Clinton  administration  to  thoroughly  review  the  ac- 
tivities of  Federal  agencies  in  the  border  region.  This  review,  which 
should  be  completed  in  90  days,  is  justified  because  the  United 
States-Mexico  border  is  an  important  focal  point  of  trade  and  fi- 
nance, because  Mexico  is  now  our  third  largest  trading  partner, 
and  because  the  region  has  long  been  ignored  by  Federal  officials. 

Based  on  this  review,  the  Clinton  administration  should  release 
a  policy  statement  and  time  schedule  committing  our  Federal  Gov- 
ernment to  work  with  State  and  local  officials  and  the  Mexican 
Government  to  solve  environmental  and  public  health  problems 
along  the  border. 

The  Clinton  administration  should  continue  to  implement  the 
first  phase  of  the  United  States-Mexico  border  plan,  but  it  should 
strengthen  this  critical  joint  effort  in  several  respects.  Within  the 
next  year,  the  administration  ought  to  establish  an  EPA  border  re- 
gion office.  This  would  bring  the  EPA  staff  closer  to  the  problem. 

It  is  important  that  the  Congress  and  the  administration  work 
together  to  provide  secure  Federal  funding  for  the  U.S.  portion  of 
the  border  plan.  A  reduction  in  the  Federal  Government's  fiscal 
year  1994  spending  for  border  and  environmental  projects,  as  was 
rumored  last  week,  would  result  in  a  complete  loss  of  credibility 
with  environmentalists  who  have  worked  to  strengthen  the 
NAFTA. 

Also,  Congress  needs  to  conduct  annual  oversight  on  the  imple- 
mentation of  the  border  plan  with  several  public  hearings  in  the 
border  cities. 

For  certain,  as  a  condition  of  implementing  the  NAFTA,  the  Con- 
gress and  the  Clinton  administration  ought  to  ask  the  private 
sector  to  do  more.  For  example,  United  States-based  companies 
operating  in  Mexico  can  serve  as  a  model  for  other  firms  by  making 
environmental  impact  assessments,  operating  permits,  and 
emergency  plans  for  their  businesses  readily  available  to  the  pub- 
lic. They  can  lead  in  facilitating  public  access  to  information  on  the 
environment  and  public  health  and  safety. 

There  also  should  be  more  attention  to  noteworthy  efforts  like 
the  El  Paso  Foreign  Trade  Association's  privately  sponsored  train- 
ing program  for  industry  personnel  involved  in  handling,  storing, 
and  managing  hazardous  waste.  In  fact,  responsibility  for  protect- 
ing the  environment  could  be  placed  squarely  on  the  shoulders  of 
manufacturers  through  a  transborder  deposit  refund  system  for 
containerized  hazardous  waste. 

Environmental  organizations  like  the  Environmental  Defense 
Fund  also  have  a  role  to  play.  We  are  now  working  with  citizens, 
businesses,  and  public  officials  from  El  Paso  and  Juarez  to  tackle 
the  serious  air  pollution  problem  shared  by  the  two  cities.  Because 
of  the  geography,  climate,  and  socioeconomic  factors  that  afiect  the 
El  Paso/Juarez  airshed,  efforts  to  improve  air  quality  must  be  bina- 
tional  and  linked  to  trade-related  economic  growth.  Congressman 
Gephardt  talked  about  moving  the  Tijuana  River  to  deal  with  the 
consequences  of  pollution.  This  is  not  possible  for  El  Paso/Juarez 
air  pollution. 

The  very  serious  air  pollution  problem  in  this  airshed  has  to  be 
dealt  with  by  setting  common  air  quality  targets  for  the  airshed 
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and  by  the  countries  and  the  cities  working  together  to  solve  the 
problem. 

If  we  had  the  right  institutional  framework  in  place,  and  if  the 
countries  worked  together,  we  might  find  very  interesting  and  help- 
ful transactions  occurring.  For  example.  El  Paso  Electric  might  be 
able  to  sell  additional  U.S.  electricity  in  the  Juarez  market  to  offset 
the  need  for  the  Mexican  utility  to  fire  up  its  high-polluting  diesel 
generators  during  periods  of  peak  demand.  In  addition  to  keeping 
the  diesel  generators  shut  down  in  Juarez,  this  project  could  set 
the  stage  for  an  international  compact  on  the  siting  of  future  pow- 
erplants,  developing  renewable  energy,  and  marketing  electricity  in 
the  two  cities.  Such  an  approach  would  certainly  reduce  air  pollu- 
tion in  the  region  and  would  probably  provide  lower-cost  electricity. 

As  my  colleagues  who  have  preceded  me  on  this  panel  have  men- 
tioned, the  supplemental  agreement  certainly  needs  to  deal  with 
the  definition  of  the  North  American  Commission  on  the  Environ- 
ment. I  am  basically  not  going  to  say  anything  about  that,  other 
than  to  endorse  the  ideas  that  they  have  put  forward  and  to  say 
that  it  is  a  very  important  priority  of  the  Environmental  Defense 
Fund.  Details  are  presented  in  my  written  testimony. 

I  want  to  finish  with  a  brief  discussion  of  the  U.S.-implementing 
legislation.  There  are  several  things  that  will  be  done  in  the  imple- 
menting legislation.  I  mention  these  in  my  testimony.  But  most  im- 
portant, we  have  to  deal  with  the  need  to  obligate  the  Federal  Gov- 
ernment to  fully  fund  its  share  of  the  border  plan,  the  North  Amer- 
ican Commission  on  the  Environment,  and  other  joint  products. 

Given  the  importance  of  reducing  our  Federal  budget  deficit, 
funds  certainly  must  be  obtained  from  the  reallocation  of  existing 
spending  and  through  mechanisms,  such  as  the  recapture  of  tariff 
revenues  during  the  NAFTA  phaseout  period. 

Another  possibility  is  to  rely  much  more  heavily  upon  the  private 
sector.  Congressman  Richardson  has  proposed  a  credit  enhance- 
ment mechanism  that  would,  according  to  his  estimates,  leverage 
$200  million  in  Government  collateral  into  more  than  $2  billion 
raised  in  private  capital  markets  for  border  infrastructure  projects. 
It  would  also  promote  cooperation  among  the  United  States  and 
Mexican  officials  that  goes  beyond  the  border  plan. 

Another  possibility  is  to  take  full  advantage  of  initiatives  that 
were  arising  from  the  business  community.  An  excellent  example 
is  the  Gulf  of  Mexico  Business  Council  for  Sustainable  Develop- 
ment. The  business  leaders  who  launched  this  effort  intend  to  cre- 
ate an  assembly  of  chief  executive  officers  of  businesses  operating 
in  the  Gulf  of  Mexico.  They  are  dedicated  to  implementing  the  prin- 
ciples of  sustainable  development. 

The  Gulf  of  Mexico  Council  will  work  with  trade  and  environ- 
ment officials  in  both  countries.  The  decisions  of  these  executives 
should  help  us  realize  NAFTA's  commitment  to  promote  sustain- 
able development  and  to  strengthen  the  development  and  enforce- 
ment of  environmental  laws  and  regulation. 

I  joined  with  the  organizers  of  the  Gulf  of  Mexico  Business  Coun- 
cil in  a  briefing  for  President  Salinas  in  Mexico  City  in  December. 
The  President  was  strongly  supportive,  and  soon  thereafter  the 
Mexican  side  of  the  council  was  in  place. 
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In  the  United  States,  several  corporate  leaders  have  signed  up  as 
participants,  and  others  are  expressing  interest.  Support  and  en- 
couragement from  the  Congress  and  the  Clinton  administration  is 
needed  now  to  help  this  effort  reach  its  full  potential. 

The  Gulf  of  Mexico  Business  Council  is  the  kind  of  innovative 
initiative  that  the  Environmental  Defense  Fund  wants  to  encour- 
age. It  is  also  the  kind  of  action  that  the  Clinton  administration 
has  talked  about,  one  that  creates  a  new  coalition  between  Govern- 
ment, industry,  and  the  public,  and  it  is  one  that  seeks  to  build  a 
prosperous  healthy  future  for  North  America. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF 

DR.  PETER  M.  EMERSON 

SENIOR  ECONOMIST 

ENVIRONMENTAL  DEFENSE  FUND 

Chairman  Gibbons  and  members  of  the  Subcommittee  on  Trade,  my  name  is  Peter 
M.  Emerson.  I  am  an  economist,  employed  by  the  Environmental  Defense  Fund  (EDF) 
in  Austin,  Texas.  EDF  seeks  to  find  innovative  and  viable  solutions  to  today's 
environmental  problems  by  linking  science,  economics  and  law. 

I  appreciate  the  opportunity  to  testify  today  on  environmental  issues  related  to  the 
North  American  Free  Trade  Agreement  (NAFTA). 

Throughout  the  NAFTA  debate,  the  EDF  has  advocated  strategies  that  combine 
trade  liberalization  with  measures  to  protect  the  environment.  We  have  put  forth 
recommendations  to  make  progress  on  environmental  protection  using  cooperation, 
efficiency,  economic  growth,  and  markets,  rather  than  resorting  to  measures  that  would 
pit  trading  partners  against  each  other.  Adopting  strong  environmental  policies  and  giving 
freer  markets  a  bigger  role  in  our  lives  is  a  positive  strategy  that  will  lead  to  higher 
standards  of  living  for  everyone. 

The  NAFTA  text  that  was  signed  on  December  17th  is  a  step  forward  with  respect 
to  environmental  protection.  However,  it  is  only  a  beginning.  Very  important  work 
remains  to  be  done  through  a  supplemental  agreement  on  the  environment  and  in  drafting 
U.S.  implementing  legislation. 

Among  the  shortcomings  of  the  NAFTA  to  be  remedied  are  the  following.  First,  it 
does  not  provide  an  incentive  to  systematically  upgrade  enforcement  of  existing 
environmental  law  and  standards  in  North  America.  As  this  Subcommittee  has  been 
advised  in  earlier  testimony,  lax  enforcement  not  only  results  in  environmental  degradation 
but  also  may  cause  unfair  competition  among  trading  partners.  Second,  the  NAFTA  does 
not  do  much  to  help  the  three  countries  work  together  to  establish  and  enforce  regulations 
on  environmentally  damaging  process  and  production  methods.  Clearly,  a  trading  partner 
has  a  valid  concern  if  weak  process-related  environmental  standards  in  another  country 
cause  transborder  or  global  damages  that  adversely  affect  its  citizens.  Finally,  the  NAFTA 
offers  no  assurance  that  sufficient  government  funding  will  be  made  available  to  meet 
existing  public  sector  commitments,  such  as  the  U.S.-Mexico  Border  Plan,  or  to  deal  with 
the  environmental  consequences  of  expanding  trade. 

In  addressing  NAFTA's  shortcomings  and  further  integrating  trade  and 
environmental  objectives,  certain  basic  principles  should  be  followed.  For  example,  any 
actions  that  are  taken  --  through  a  supplemental  agreement,  the  U.S.  implementing 
legislation,  or  other  means  --  should  complement  the  efforts  of  each  sovereign  nation  to 
deliver  progress  on  its  own  initiative.  Furthermore,  the  actions  should  not  disadvantage 
foreign  producers  vis  a  vis  domestic  producers  and  they  should  lead  to  measurable 
improvements  in  environmental  protection. 

One  place  to  test  these  principles  is  along  our  border  with  Mexico. 

Largely  as  a  result  of  the  NAFTA  debate,  environmental  and  public  health  problems 
of  the  U.S.-Mexico  border  region  have  been  catalogued  in  numerous  studies  and  widely 
reported  in  the  media.  These  problems  are,  in  part,  directly  related  to  a  "free  trade" 
experiment  -  called  the  Border  Industrialization  Program  -  that  began  in  1965.  Without 
significant  investments  in  public  infrastructure  and  specific  efforts  aimed  at  pollution 
prevention,  these  problems  will  become  worse  as  trade  and  investment  expands. 

To  deal  with  trade-related  environmental  problems  that  affect  millions  of  U.S. 
citizens,  we  ask  that  the  Congress  direct  the  Clinton  Administration  to  thoroughly  review 
the  activities  of  federal  agencies  in  the  border  region.  This  review  -  which  should  be 
completed  in  90  days  -  is  justified  because  the  U.S.-Mexico  border  is  an  important  focal 
point  of  trade  and  finance  for  our  entire  nation,  because  Mexico  is  now  our  third  largest 
trading  partner,  and  because  the  region  has  long  been  ignored  by  federal  officials.   Based 
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on  its  review,  the  Clinton  Administration  should  release  a  policy  statement  and  time 
schedule  committing  our  federal  government  to  work  with  state  and  local  officials  and  the 
Mexican  government  to  solve  environmental  and  public  health  problems  along  the  border. 

The  Clinton  Administration  should  continue  to  implement  the  first  phase  of  the  U.S.- 
Mexico Border  Plan.  But,  it  should  strengthen  this  critical  joint  effort  in  several  respects. 
Within  the  next  year,  the  Administration  ought  to  establish  an  EPA  border  region  office. 
This  would  bring  the  EPA  staff  closer  to  the  problem  and  provide  a  focal  point  for  public 
involvement  and  scrutiny.  It  is  important  that  the  Congress  and  the  Administration  work 
together  to  provide  secure  federal  funding  for  the  U.S.  portion  of  the  Border  Plan.  A 
reduction  in  the  federal  government's  FY  94  spending  for  border  environmental  projects 
--as  was  rumored  last  week-  would  result  in  complete  loss  of  credibility  with 
environmentalists  who  have  worked  to  strengthen  the  NAFTA  and  its  related  agreements. 
Also,  Congress  needs  to  conduct  annual  oversight  on  the  implementation  of  the  Border 
Plan,  with  several  public  hearings  held  in  border  cities. 

Political  leaders,  health  officials  and  others  from  the  border  region  have  asked  the 
Congress  and  the  Clinton  Administration  to  strengthen  and  revitalize  both  the  1983  "La 
Paz"  Agreement  and  the  International  Boundary  and  Water  Commission.  There  is  a  need 
for  more  state  and  local  involvement,  a  need  to  implement  existing  annexes,  and  a  need  for 
greater  accessibility  and  accountability  to  the  public.  To  provide  leadership  and  the  energy 
needed  to  solve  problems,  it  might  be  useful  to  negotiate  a  new  bilateral  agreement  that 
consolidates  all  U.S.-Mexico  border  environmental  and  public  health  work. 

For  certain,  as  a  condition  of  implementing  the  NAFTA,  the  Congress  and  the 
Clinton  Administration  ought  to  ask  the  U.S.  private  sector  to  do  more.  For  example,  U.S.- 
based  companies  operating  in  Mexico  can  serve  as  a  model  for  other  firms  by  making  the 
environmental  impact  assessments,  operating  permits  and  emergency  plans  for  their 
businesses  available  to  the  public.  They  can  lead  in  facilitating  public  access  to  information 
on  the  environment,  public  health  and  safety.  There  should  be  more  attention  directed  to 
noteworthy  efforts  like  the  El  Paso  Foreign  Trade  Association's  privately-sponsored  training 
program  for  industry  personnel  involved  in  handling,  storing  and  managing  hazardous 
wastes.  In  fact,  responsibility  for  protecting  the  environment  could  be  placed  squarely  on 
the  shoulders  of  manufacturers  through  a  transborder  deposit-refund  system  for 
containerized  hazardous  waste.  With  a  transborder  deposit-refund  system  in  place, 
manufacturers  who  use  hazardous  chemicals  in  the  region  would  have  a  financial  incentive 
to  reuse  and  properly  dispose  of  their  chemicals  as  required  by  environmental  laws  in  both 
countries. 

Environmental  organizations,  like  the  Environmental  Defense  Fund,  also  have  a  role 
to  play  in  solving  problems  in  the  border  region.  We  are  now  working  with  citizens, 
businesses,  and  public  officials  from  El  Paso  and  Juarez  to  tackle  the  serious  air  pollution 
problem  shared  by  the  two  cities.  Because  of  geography,  climate,  and  socio-economic 
factors  that  affect  the  El  Paso/Juarez  airshed,  efforts  to  improve  air  quality  must  be  bi- 
national  and  linked  to  trade-related  economic  growth.  Local,  state,  and  federal  officials 
from  the  U.S.  and  Mexico  need  to  cooperate  -as  they  have  in  negotiating  a  trade 
agreement-  to  set  common  air  quality  targets  for  the  international  airshed.  Once  this  is 
accomplished,  individual  businesses  in  the  region  should  be  given  the  responsibility  and 
flexibility  to  decide  where  and  how  to  make  the  required  reductions  in  air  pollution. 

Under  these  circumstances,  business  transactions  that  are  good  for  the  environment 
will  emerge.  El  Paso  Electric  might  be  able  to  sell  additional  U.S.  electricity  in  the  Juarez 
market  to  offset  the  need  for  the  Mexican  utility  to  fire-up  its  high  polluting  diesel 
generators  during  periods  of  peak  demand.  In  addition  to  keeping  the  diesel  generators 
shutdown  in  Juarez,  this  project  could  set  the  stage  for  an  international  compact  on  siting 
future  power  plants,  developing  renewable  energy,  and  marketing  of  electricity  in  the  two 
cities.  Such  an  approach  would  certainly  reduce  air  pollution  in  the  region  and  probably 
provide  lower  cost  electricity. 
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In  our  view,  a  supplemental  agreement  among  the  three  countries  should  establish 
a  North  American  Commission  on  the  Environment  and  it  should  include  specific 
commitments  that  clarify  and  strengthen  certain  environmental  provisions  of  the  NAFTA. 

A  North  American  Commission  on  the  Environment  is  needed  to  monitor  and  to 
work  for  steady  improvement  in  the  environment.  Presided  over  by  the  chief  environmental 
officer  of  each  country,  the  Commission  would  be  a  forum  for  regional  cooperation  on 
environmental  strategies.  It  should  prepare  an  annual  tri-national  report  on  the  extent  to 
which  the  countries  are  achieving  the  NAFTA's  environmental  objectives.  The  annual 
report  and  public  hearings  in  each  country  will  allow  government  officials,  business  leaders 
and  interested  citizens  to  systematically  evaluate  their  success  in  protecting  natural 
resources,  the  environment  and  pubHc  health.  They  will  serve  as  a  basis  for 
recommendations  on  environmental  policy,  enforcement  problems,  changes  in  administrative 
structure,  and  other  matters  of  interest  to  the  trading  partners. 

The  Commission's  staff  should  participate  in  all  NAFTA  committees  that  affect  the 
environment  and  public  health,  and  they  should  play  a  lead  role  in  resolving  trade  disputes 
related  to  the  environment.  The  Commission  would  get  involved  in  technical  matters,  such 
as  developing  uniform  testing  methods  and  procedures  for  handling  hazardous  waste,  and 
it  would  help  the  countries  adopt  better  standards  and  enforcement  practices.  To  the  extent 
possible,  the  Commission  would  open  the  dispute  resolution  process  to  the  public  and 
settle  trade  disputes  based  on  a  test  of  express  discriminatory  design  or  application. 

The  Corrunission  should  undertake  a  special  study  of  the  effects  of  regulating  process 
and  production  methods  in  North  America.  Where  adverse  environmental  impacts  are 
found,  the  Commission  would  work  with  those  involved  to  solve  the  problem  in  a  timely 
fashion.  In  many  cases,  an  international  agreement  that  sets  goals  and  stimulates  business 
strategies  that  transfer  efficient,  pollution-reducing  technology  is  a  powerful  tool  that  can 
help  trading  partners  "harmonize"  their  environmental  performance  without  the  threat  of 
protectionism.  Because  it  has  environmental  solutions  imbedded  in  it,  expanded  trade  in 
environmental  technology  is  an  important  way  to  link  economic  growth  and  environmental 
protection. 

Finally,  the  Commission  would  have  authority  to  receive  and  fully  investigate  the 
complaints  of  citizens  concerning  the  adverse  environmental  impacts  of  trade.  It  would  hold 
public  hearings,  solicit  expert  advice,  and  set  forth  measures  to  solve  the  problem.  The 
Commission's  findings  would  be  published  and  follow-up  investigations  conducted.  It  could 
also  recommend  sanctions,  such  as  the  suspension  of  a  NAFTA  benefit,  if  a  corrective 
measure  is  not  adopted  within  a  reasonable  period  of  time.  However,  responsibility  for 
enforcement  of  environmental  policy  would  remain  in  the  hands  of  national  authorities. 

In  addition  to  establishing  the  North  American  Commission  on  the  Environment,  the 
supplemental  agreement  should  extend  the  NAFTA  exemption  to  all  international 
environmental  agreements  that  employ  trade  restrictions.  This  could  be  accomplished  by 
permitting  the  countries  to  regulate  imports  in  accordance  with  the  terms  of  any 
international  agreement  or  U.N.  resolution  dealing  with  protection  of  the  global 
environment,  provided  the  regulation  does  not  expressly  discriminate  against  foreign 
producers  in  favor  of  domestic  producers. 

Provisions  of  the  supplemental  agreement  could  further  benefit  the  environment  by 
committing  the  countries  to  provide  mechanisms  for  the  exchange  of  technical  assistance, 
to  promote  citizen  involvement  through  community  right-to-know  laws,  and  to  allow  the 
public  to  bring  civil  actions  for  the  enforcement  of  environmental  laws. 

Turning  briefly  to  the  U.S.  implementing  legislation,  we  have  an  opportunity  to 
influence  U.S.  strategy  for  reconciling  trade  and  environmental  issues  and  to  resolve  specific 
matters  related  to  the  NAFTA.  The  legislation  should  prohibit  U.S.  officials  from  seeking 
to  lower  any  U.S.  federal,  state,  or  local  standard  in  joint  efforts  to  harmonize  standards 
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among  the  countries.  It  should  also  give  citizens  the  right  to  petition  the  U.S.  government 
to  challenge  objectionable  practices  of  another  country,  and  to  allow  citizen  participation 
in  dispute  resolution  proceedings  involving  U.S.  environmental  laws. 

The  U.S.  implementing  legislation  needs  to  obligate  the  federal  government  to  fully 
fund  its  share  of  the  Border  Plan,  the  North  American  Commission  on  the  Environment, 
and  other  joint  environmental  projects.  Given  the  importance  of  reducing  our  federal 
budget  deficit,  funds  must  be  obtained  from  a  reallocation  of  existing  spending  and  through 
mechanisms  such  as  the  recapture  of  tariff  revenues  during  the  NAFTA  phase-out  period. 
As  these  tariff  revenues  are  phased  out,  they  will  need  to  be  replaced  by  other 
appropriations  or  federal  government  involvement  reduced. 

One  possibility  is  to  place  more  emphasis  on  the  private  sector.  Congressman 
Richardson  has  proposed  a  credit  enhancement  mechanism  that  would,  according  to  his 
estimates,  leverage  $200  million  in  government  collateral  into  more  than  $2  billion  raised 
in  private  capital  markets  for  border  infrastructure  projects.  It  would  also  promote 
cooperation  among  U.S.  and  Mexican  officials  that  goes  beyond  the  Border  Plan  and  other 
efforts. 

Another  possibility  is  to  take  full  advantage  of  initiatives  arising  from  the  business 
community.  An  excellent  example  is  the  Gulf  of  Mexico  Business  Council  for  Sustainable 
Development. 

The  business  leaders  who  launched  this  effort  intend  to  create  an  assembly  of  Chief 
Executive  Officers  of  businesses  operating  in  the  Gulf  of  Mexico.  They  are  dedicated  to 
implementing  the  principles  of  sustainable  development.  Key  supporters  are  participants 
in  a  Global  Business  Council  for  Sustainable  Development  that  served  as  the  business  and 
industry  advisor  to  the  United  Nations  "Earth  Summit"  in  Rio  de  Janeiro  last  summer. 

The  Gulf  of  Mexico  Business  Council  will  work  with  trade  and  environment  officials 
in  both  countries.  The  decisions  of  these  executives  should  help  us  realize  NAFTA's 
commitment  to  "promote  sustainable  development"  and  to  "strengthen  the  development  and 
enforcement  of  environmental  laws  and  regulations." 

I  joined  with  organizers  of  the  Gulf  of  Mexico  Business  Council  in  a  briefing  for 
President  Carlos  Salinas  de  Gotari  in  Mexico  City  last  December.  The  President  was 
strongly  supportive,  and  soon  thereafter  the  Mexican  side  of  the  Council  was  in  place. 

In  the  United  States,  several  corporate  leaders  have  signed  up  as  participants,  and 
others  are  expressing  interest.  But  support  from  the  Congress  and  the  Clinton 
Administration  is  needed  now  to  help  this  effort  reach  its  full  potential. 

The  Gulf  of  Mexico  Business  Council  is  the  kind  of  innovative  initiative  that  the 
EDF  wants  to  encourage.  This  is  also  the  kind  of  action  that  the  Clinton  Administration 
has  talked  about  --  one  that  creates  new  coalitions  between  government,  industry  and  the 
public.  And  one  that  seeks  to  build  a  prosperous,  healthy  future  for  both  Mexico  and  the 
United  States. 
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Chairman  Gibbons.  Thank  you,  Mr.  Emerson. 
Ms.  Wallach. 

STATEMENT  OF  LORI  WALLACH,  DIRECTOR  OF  TRADE 
PROGRAM,  PUBLIC  CITIZEN'S  CONGRESS  WATCH 

Ms.  Wallach.  I  am  Lori  Wallach  from  Public  Citizen.  It  is  an 
environmental  and  consumer  group  founded  by  Ralph  Nader  in 
1971. 

Public  Citizen  believes  that  we  need  trade  rules,  international 
trade  rules,  to  rationalize  international  commerce.  But  over  the 
past  2  years  that  we  have  been  involved  in  the  trade  issue,  it  has 
really  become  a  point  of  emphasis  for  us  to  be  certain  that  one  can't 
miss  the  fact  that  with  rules  come  values.  Currently,  we  are  con- 
cerned that  there  is  a  conflict  between  the  substantive  and  the  pro- 
cedural values  and  norms  between  trade  policy  and  environmental 
policy. 

Because  we  are  also  a  consumer  group,  I  would  like  to  interpret 
environmental  broadly.  They  include  health  and  safety. 

As  many  of  my  colleagues  have  stated,  we  also  felt  that  the  Bush 
NAFTA  has  fundamental  flaws,  and,  further,  we  were  one  of  40 
groups  in  a  trinational  letter  of  environmental  and  consumer 
groups  who  felt  that  that  text  had  not  met  minimal  safeguards  of 
the  environment  and  public  health  and  safety. 

Our  concerns  are  not  just  what  the  omissions  are,  and  there  are 
some  important  ones.  There  are  additionally  problems  in  the  text. 

The  supplemental  negotiations  upcoming  provide  a  very  impor- 
tant opportunity  for  the  Clinton  administration  to  move  for  the 
first  time  towards  a  trade  policy  that  culminates  the  environmental 
and  consumer  safety  and  health  values.  That  being  said,  we  see 
this  also  in  a  certain  way  as  a  laboratory  for  what  can  be  done  in 
the  General  Agreement  on  Tariffs  and  Trade,  which  we  also  study. 

The  environmental  consumer  family  farm  health  groups  recently 
sat  down  in  a  rather  brutal  process,  and  it  is  a  joint  statement 
which  I  would  like  to  submit  for  the  record  to  USTR  Kantor  that 
laid  out  very  specifically  what  our  concerns  were.  It  included  ref- 
erence to  a  North  American  commission  on  the  environment,  but 
also  what  particular  textual  clarifications  and  omissions  we 
thought  were  important. 

Some  of  my  colleagues  have  laid  out  some  pieces  of  that.  I  would 
like  to  focus  just  briefly  on  an  issue  that  hasn't  gotten  as  much 
talk,  and  that  is  the  actual  issue  of  standards.  In  listening  today 
to  the  rest  of  the  hearing,  that  issue  really  comes  to  heart  because 
we  have  heard  about  the  issue  of  sovereignty  in  the  context  of  the 
environment. 

I  wanted  to  make  clear  that  what,  for  instance,  is  stated  in  this 
consensus  environmental  letter  is  that  countries  need  to  have  the 
effective  means  to  enforce  their  own  standards,  which  means  that 
we  think  it  is  very  important  that  trade  policies,  number  one,  not 
expose  existing  standards  to  challenge  as  the  legal  trade  barriers 
and,  number  two,  that  U.S.  or  other  countries'  industries  who  are 
following  U.S.  environmental  health  and  safety  laws  aren't  put  at 
a  competitive  advantage,  thus,  effectively  undermining  the  ability 
to  enforce  laws,  as  doing  so  would  put  our  industry  at  a  competitive 
disadvantage. 


248 

As  we  feel,  it  is  very  important  that  consistent  with  the  terms 
of  trade  agreements  is  the  right  for  countries  to  make  the  values 
of  environmental  protection,  health  and  safety  protection,  equal  to 
those  of  trade. 

On  the  issue  of  challenges  and  standard  setting,  it  is  a  very  im- 
portant point  to  us  that  every  country  truly  be  able  to  maintain 
any  level  of  protection  that  they  choose  and  any  means  that  they 
choose  to  enforce  it  by,  to  the  extent  that  that  measure  is  not  dis- 
criminatory in  its  intent.  We  feel  that  this  notion  is  within  the  con- 
text of  international  trade  policy,  nondiscrimination,  most-favored- 
nation  status.  We  feel  that  should  be  the  test  as  well  for  environ- 
mental health  and  safety  measures  that  conflict  with  absolute  open 
trade. 

It  is  important  to  us  then  that,  in  several  areas  of  the  NAFTA, 
clarifications  are  made,  which  we  think  can  be  done  without  truly 
renegotiating  the  very  sections,  to  make  clear  that  this  is  the  test 
and  that  one  effectively  can  maintain  any  level  of  protection. 

I  would  sum  up  by  saying  that,  particularly  after  listening  to  this 
hearing,  this  scope  of  these  upcoming  negotiations  to  accommodate 
the  issues  of  standards,  enforcement,  and  funding  is  extremely  im- 
portant. This  is,  in  a  certain  way,  a  last  chance  to  try  and  make 
what  was  Bush's  NAFTA,  that  many  of  us  rejected,  Clinton's 
NAFTA.  But  it  is  going  to  take  real  changes,  and  today,  listening 
to  many  different  Members  speaking,  it  struck  me  over  and  over 
how  both  supporters  and  those  who  are  opposed  to  the  current 
NAFTA  focussed  on  the  fact  that  the  agreement  as  is,  without 
major  changes,  would  not  get  through  the  Congress. 

I  would  add  to  that,  that  Public  Citizen  works  with  70  other  na- 
tional groups,  environmental,  consumer,  family,  farm,  and  labor,  et 
cetera,  and  we  are  organized  now  in  35  States.  All  of  our  constitu- 
ents together  are  45  million. 

To  many  people,  in  a  way  that  probably  has  not  been  the  case 
in  trade  policy  in  the  United  States,  have  really,  really  tuned  into 
the  NAFTA,  and  they  have  taken  it  very  personally.  A  lot  of  new 
Members  ran  against  Bush's  NAFTA.  Again,  to  reiterate  the  impor- 
tance of  the  scope  of  these  upcoming  supplemental  agreements 
making  real  changes,  there  needs  to  be  something  other  than  the 
Bush  NAFTA,  if  those  members  and  all  of  those  citizens  around  the 
country  who  have  tuned  into  this  aren't  to  push  for  a  NAFTA  in 
the  end  to  be  opposed. 

Thank  you. 

[The  prepared  statement  follows:] 
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Testimony  of 

Lori  Wallach 

Director  of  Trade  Program 

Public  Citizen's  Congress  Watch 

Mr.  Chairman,  thank  you  for  the  invitation  to  share  Public  Citizen's  view  on  the 
North  American  Free  Trade  Agreement  (NAFTA)  and  on  the  imminent  negotiations  for 
NAFTA  supplemental  agreements,  including  on  the  environment. 

I.  SUPPLEMENTAL  NEGOTIATIONS  ON  NAFTA  PROVIDE  AN  OPPORTUNITY 
TO  BETTER  ACCOMMODATE  ENVIRONMENTAL  AND  TRADE  PRINCIPLES 

While  admittedly  it  is  difficult  to  predict  the  precise  effect  that  the  rather  technical 
language  of  the  NAFTA  will  have,  few  contest  that  the  impacts  on  U.S.  environmental 
and  consumer  policy  v«ll  be  great.  Historically  trade  negotiations  and  trade  disputes 
addressed  matters,  such  as  tariffs,  that  seemed  purely  economic  in  nature.  Now,  under 
the  concept  of  non-tariff  trade  barriers,  trade  agreements  have  begun  to  focus  more 
directly  on  legitimate  health,  safety,  and  environmental  measures  that  have  impacts  on 
trade. 

Public  Citizen  believes  in  the  need  for  international  trade  rules  to  rationalize 
international  commerce.  However,  we  believe  it  is  vital  to  recogiuze  that  trade  rules,  like 
any  system  of  rules  embody  certain  values  and  goals.  At  present,  many  elements  of  both 
the  procedural  and  substantive  rules  that  now  characterize  international  trade  policy  as 
established  in  the  General  Agreement  on  Tariffs  and  Trade,  and  amplified  in  sub- 
agreements  such  as  the  NAFTA,  conflict  with  the  procedural  needs  and  substantive 
values  of  environmental  and  consumer  protection. 

The  core  principle  of  international  trade  policy  is  to  remove  impediments  to  the 
free  flow  of  goods  and  services  between  countries.  Yet  many  current  environmental, 
health  and  safety  measures  do  present  such  impediments.  Stopping  importation  of 
goods  that  do  not  meet  U.S.  standards,  for  instance  food  containing  banned  or  restricted 
pesticide  residues,  products  that  do  not  meet  U.S  safety  specifications,  products  made 
from  endangered  species  including  ivory  and  whale  products,  or  products  containing 
dangerous  chemicals,  are  fundamental  tools  in  environmental,  health  and  safety  policy. 
Further,  Congress  has  passed  laws  to  accomplish  environmental  goals  by  limiting 
importation  of  goods  on  the  basis  of  the  process  through  which  they  were  manufactured 
or  harvested.  Thus,  current  U.S.  laws  prohibit  importation  of  seafood  caught  in 
environmentally  detrimental  ways,  of  wild-caught  birds  and  the  Clean  Air  Act  will  put 
into  place  in  the  future  bans  on  the  import  of  goods  manufactiued  with  ozone-depleting 
chemicals.  Additionally,  in  passing  laws  that  require  certain  environmental,  health  and 
safety  responsibilities  for  industry.  Congress  has  been  concerned  about  the  impact  such 
requirements  will  have  on  American  business  competitiveness.  Yet  current  trade  policy 
does  not  allow  for  Congress  to  put  in  place  differential  taxes  or  tariffs  or  subsidies  to 
level  the  playing  field  for  American  industry  that  is  incurring  additional  expense  by 
complying  vwth  U.S.  laws. 

In  an  increasing  number  oi  fora,  including  this  committee  hearing  today, 
discussions  are  underway  about  how  to  resolve  these  conflicts.  Public  Citizen  believes 
that  policy-making  on  environmental,  health  and  safety  issues  must  remain  fully  within 
the  jurisdiction  of  democratic  and  accountable  bodies  situated  geographically  so  as  to 
maximize  the  opportunity  for  citizen  oversight  and  participation.  However,  changes  to 
open  current  trade  procedures  to  the  public  and  to  neutralize  current  trade  rules' 
negative  impact  on  environmental  and  consumer  protection  are  crucial.  Such  changes 
to  domestic  trade  law  and  to  international  trade  agreements  are  urgently  needed.  The 
upcoming  supplemental  negotiations  on  the  NAFTA  offer  an  opportunity  to  begin  such 
an  endeavor.  However,  much  additional  work  remains  particularly  in  the  context  of  the 
Uruguay  Round  negotiations  of  GATT.  Although  our  concerns  with  the  NAFTA  are 
great,  our  concerns  in  relation  to  environmental,  health,  and  safety  protection  and 
democratic  decision-making  are  yet  greater  in  regards  to  the  "Dimkel"  Draft  Final  Act 
Text  for  the  Uruguay  Round. 
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II.    NAFTA'S    IMPACTS    ON    ENVIRONMENTAL,    HEALTH    AND    SAFETY 
PROTECTIONS 

NAFTA  will  extend  the  purview  of  trade  policy  into  such  intimate  issues  as  food 
safety,  control  of  natural  resources,  and  consumer  product  safety.  A  Congressional 
decision  to  approve  NAFTA's  enabling  legislation  may  directly  put  into  place  changes 
to  U.S.  environmental,health  and  safety  law.  However,  the  greatest  impact  of 
Congressional  approval  of  the  NAFTA  would  be  its  effect  in  signing  the  U.S.  onto  a  new 
set  of  rules  with  an  accompanying  dispute  resolution  system  that  would  impact  our 
environmental  and  consumer  policy  in  the  future. 

The  NAFTA  as  written  will  obligate  both  the  federal  and  state  governments  to 
adhere  to  a  set  of  principles  established  in  the  NAFTA  text  that  limit  our  ability  to 
determine  the  level  and  natiire  of  our  environmental  and  consumer  protections.  The 
combination  of  NAFTA's  substantive  rules  and  the  availability  of  dispute  resolution 
mechanisms  expose  numerous  existing  U.S.  federal,  state  and  local  environmental  and 
consumer  laws  to  challenge  as  nontariff  trade  barriers  under  chapters  such  as  Sanitary 
and  Phytosanitary  Standards  and  Technical  Standards.  Thus,  other  signatories  to  the 
NAFTA  will  be  given  means  to  require  us  to  accept  imports  that  fall  short  of  our 
protections,  and  to  challenge  our  laws  before  international  trade  tribunals,  which  may 
allow  trade  sanctions  to  be  imposed  against  the  United  States  if  we  do  not  weaken  our 
laws. 

Moreover,  the  NAFTA  as  written  places  U.S.  companies  which  are  complying 
with  U.S.  environmental,  health  and  safety  laws  at  a  competitive  disadvantage  to 
products  imported  by  companies  not  required  to  meet  the  same  product  or  process 
standards.  This  is  the  case  because  under  NAFTA,  the  definition  of  "like  product"  does 
not  include  consideration  of  the  non-product-related  process  under  which  a  good  was 
manufactured  or  harvested.  How  the  inability  to  consider  process  standards  undermines 
environmental  protection  was  well  demonstrated  in  the  GATT  tima-dolphin  panel 
decision  of  1991.  However,  the  effect  the  narrow  definition  of  "like  product"  has  on 
competitiveness  of  U.S.  companies  that  follow  U.S.  environmental,  health  and  worker 
safety  law  has  not  received  the  same  recognition. 

These  problems  are  intensified  by  the  absence  in  President  Bush's  NAFTA  of 
enforcement  or  funding  provisions  for  environmental,  heath  or  safety  protections. 
Moreover,  the  NAFTA  text  establishes  highly  secretive  negotiation  and  dispute 
resolution  processes  that  deny  citizen  oversight  of  NAFTA  on  vital  citizen  concerns  such 
as  food  safety,  consumer  product  standards  and  environmental  regulations  on  hazardous 
substances. 


III.    THE    BUSH    NAFTA    DOES    NOT    MEET   THE    CONSENSUS    MINIMAL 
REQUIREMENTS  OF  MOST  U.S.  ENVIRONMENTAL  AND  CONSUMER  GROUPS 

The  NAFTA  text  that  President  Bush  signed  on  December  18,  1992  simply  does 
not  measure  up  to  the  consensus  position  on  nunimal  environmental  safeguards  signed 
by  40  U.S.,  Mexican  and  Canadian  environmental  and  consumer  groups  presented  to  the 
Bush  Administration  in  May  1992,  nor  to  consensus  documents  presented  throughout 
the  negotiation  process,  signed  by  American  groups. 


IV.      PRESIDENT      CLINTON      HAS      IDENTIFIED      ENVIRONMENTAL 
SHORTCOMINGS 

The  environmental  shortcomings  of  the  NAFTA  were  identified  by 
President  Clinton  during  his  campaign  in  an  October  4,  1992  speech  on  NAFTA.  On 
March  5, 1993,  over  a  dozen  U.S.  national  environmental,  consumer,  conservation,  animal 
protection  and  sustainable  agriculture  groups,  including  Public  Citizen,  sent  a  joint  letter 
to  U.S.  Trade  Representative  Mickey  Kantor  laying  out  in  detail  both  what  was  missing 
from  the  NAFTA  from  an  environmental,  conservation,  health  and  safety  viewpoint  and 
what  fundamental  problems  were  contained  in  the  existing  NAFTA  text.  We  submit  that 
letter  appended  to  this  testimony  for  the  record  and  will  summarize  its  contents  in  this 
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tesbmony. 

V.  IMPROVING  NAFTA  FROM  AN  ENVIRONMENTAL,  HEALTH  AND  SAFETY 
VIEWPOINT 

We  support  the  President's  call  for  an  "environmental"  supplemental  agreement 
that  will  establish  a  strong  North  American  Commission  on  the  Environment  (NACE). 
However,  such  a  supplemental  agreement  must  also  remedy  various  other  provisions 
of  the  existing  NAFTA.  In  our  opinion,  these  elements  of  a  supplemental  agreement 
should  be  in  the  form  of  a  protocol,  legally  binding  upon  any  party  to  NAFTA,  and  of 
equal  stature  to  NAFTA.  If  the  scope  of  the  supplemental  negotiation  on  the 
environment  is  sufficiently  broad  to  remedy  both  what  the  NAFTA  omits  and  the 
problems  it  contains  from  an  environmental,  health  and  safety  view^point,  then  the 
enviroiunental  supplemental  negotiations  on  NAFTA  will  be  a  good  first  step  towards 
a  new  trade  policy  that  values  more  than  just  bottom  line  economic  profits. 

A.        ENFORCEMENT: 

Trade  should  not  be  based  on  weak  enforcement  of  established  standards. 
Enforcement  is  a  crucial  issue.  We  should  not  subject  U.S.  citizens  to  economic,  health, 
safety,  or  environmental  injury  as  a  result  of  weak  enforcement  of  standards  elsewhere. 
Nor  should  our  NAFTA  partners  be  harmed  by  a  failure  of  U.S.  enforcement.  Sanctions, 
including  both  trade  and  non-trade  measures,  must  be  available  to  ensure  compliance. 
Recognizing  that  sovereignty  concerns  exist,  we  propose  a  trilateral  mechanism,  the 
North  American  Commission  on  the  Environment  (NACE),  which  is  discussed  fully  in 
the  environmental  consensus  letter  to  USTR  Mickey  Kantor  attached  to  this  testimony. 


B.         NAFTA'S  TEXTUAL  OMISSIONS  AND  AMBIGUITIES: 

We  recognize  the  President's  desire  not  to  reopen  the  NAFTA  text.  Yet,  there  are 
provisions  in  the  present  text  that  are  either  contradictory  or  unclear,  and  work  to  the 
detriment  of  environmental,  health,  and  safety  protection.  The  Bush  NAFTA  also 
completely  fails  to  address  several  important  concerns.  Therefore,  the  topics  listed  below 
are  areas  where  a  NAFTA  protocol  must  rectify  present  NAFTA  omissions  or  ambigu- 
ities. 

1.  ENVIRONMENTAL  REMEDIATION: 

Despite  the  fact  that  the  several  border  agreements  between  the  NAFTA  parties 
have  been  considered  separate  from  the  present  NAFTA,  we  do  not  believe  that  NAFTA 
should  go  forward  until  enforceable  commitments  have  been  made  to  clean  up  the 
border  regions.  Estimates  for  the  U.S.-Mexico  border  clean-up  range  from  $  5  to  15 
billion.  The  U.S.-Canada  border  also  suffers  from  trade  induced  problems. 

2.  FUNDING: 

A  secxire  source  of  funding  for  proper  infrastructure  development,  environmental 
enforcement,  increased  investigation,  and  clean-up  for  all  NAFTA-related  enviroiimental 
programs  is  vital.  Because  national  appropriations  processes  do  not  provide  a  secure 
source  of  funding,  we  believe  that  designated  funding  sources,  based  on  fairness  and  the 
"polluter  pays"  principle,  must  be  developed  as  a  prerequisite  to  implementation  of 
NAFTA. 

Ideas  that  deserve  attention  include;  a)"snap-back"  tariffs  applied  to  sectors  with 
lax  enforcement  of  existing  standards;  b)  a  small  transaction  fee  on  all  goods  and 
services  that  could  be  phased  out  over  a  specified  number  of  years;  c)  a  directed  "green" 
fee;  d)  an  environmental  countervailing  duty  on  economic  activity  that  is  environ- 
mentally unsustainable  or  below  standard;  e)  "earmarked"  tariffs,  which  could  be  phased 


'  In  our  testimony  we  draw  heavily  on  the  combined  efforts  of  our  environmental 
conservation,  and  family  farm  coUeagues  with  whom  we  worked  in  developing  the 
consensus  letter.  While  we  wish  to  recogiuze  their  contribution  to  this  testimony,  we 
want  to  make  dear  that  this  testimony  does  not  necessarily  represent  the  views  of  any 
of  our  colleagues  and  is  presented  on  behalf  of  Public  Citizen  alone. 
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out  during  the  first  10-15  years  of  NAFTA;  and  f)  development  of  a  "green  investment 
bank,"  which  could  utilize  established  trust  funds  to  leverage  additional  money  through 
bond  proposals.  Regardless  of  which  funding  scheme(s)  is  eventually  utilized,  we 
believe  it  is  imperative  to  channel  such  funds  back  into  environmental  ir\frastructure  im- 
provements, enforcement,  border  inspection,  worker  transition  programs,  certain  farmer 
support  programs,  and  funding  of  the  NACE  itself. 

3.  PUBLIC  PARTICIPATION  AND  TRANSPARENCY 

Public  accountability  of  governing  bodies  is  an  essential  element  of  environmental 
and  consumer  protection  and  democratic  governance.  Accountability  includes  the  rights 
of  notice,  conament,  the  opportunity  to  participate,  the  ability  to  bring  complaints,  and 
access  to  dedsion-making  processes.  For  the  NAFTA  package  to  address  these  serious 
concerns,  the  process  of  crafting  this  protocol  must  provide  public  accountability  and  the 
protocol  itself  must  ensure  accountability  in  the  administration  and  implementation  of 
the  NAFTA  package. 

The  current  NAFTA  dispute  panel  provisions  completely  fail  to  provide  citizens 
from  the  NAFTA  countries  wdth  the  means  to  obtain  information  from,  and  participate 
in,  resolution  of  trade  disputes  concerning  environmental,  conservation,  health,  and 
safety  matters.  The  protocol  must  provide  the  public  with  participatory  rights  in 
whatever  forum  ultimately  resolves  trade/environment  disputes  under  NAFTA. 
Furthermore,  the  NAFTA  package  must  ensure  that  the  pubUc  can  participate 
meaningfully  in  the  remaining  negotiations  of  NAFTA.  Prior  NAJTA  negotiations  failed 
to  provide  the  public  with  sufficient  participatory  rights,  resulting  in  the  deficiencies 
outlined  in  this  letter.  The  upcoming  negotiations  of  the  NAFTA  supplemental 
agreements  provide  an  ideal  opportunity  to,  at  least  in  part,  rectify  NAFTA's  failure  to 
embrace  democratic  principles. 

4.  INTERNATIONAL  AND  DOMESTIC  PRODUCTION/PROCESS 
(PPM)  STANDARDS: 

Trade  law  must  recognize  that  how  a  product  is  produced  is  as  important  as  the 
quality  of  the  product  itself.  OiJy  by  recognizing  process-based  trade  restrictions  will 
governments  retain  their  ability  to  keep  high  domestic  standards  without  placing 
domestic  producers  at  a  competitive  disadvantage.  Although  Article  XX  of  the  General 
Agreement  on  Tariffs  and  Trade  (GATT)  provides  for  health  and  natural  resource 
conservation  exceptions,  these  provisions  have  been  constricted  by  recent  GATT  panel 
decisions.  Without  explicit  clarification,  NAFTA  wOl  repeat  the  mistake  of  GATT  panels 
and  the  Dunkel  draft  by  incorporating  unacceptable  provisions  or  interpretations  of 
GATT  (e.g..  Article  103,  NAFTA).  For  example,  laws  that  would  restrict  the  import  of 
products  made  with  CFCs,  timber  produced  in  an  unsustainable  fashion,  or  the 
inhumane  treatment  of  animals  could  be  subject  to  challenge  under  NAFTA. 

5.  STANDARDS 

A  formal  trading  relationship  between  countries  with  significantly  different 
environmental  standards  possesses  predictable  tensions.  On  the  one  hand,  a  country 
Vk^th  high  standards  does  not  want  its  environmental  quality  or  economic  compet- 
itiveness to  suffer  as  a  result  of  weak  (or  non-existent)  standards  elsewhere.  On  the 
other  hand,  a  country  with  lower  standards  does  not  want  its  sovereignty  infringed 
upon  by  other  countries.  No  NAFTA  party's  environmental,  health,  or  safety  standards 
should  be  weakened  by  NAFTA,  and  the  NAFTA  package  should  encourage,  rather  than 
inhibit,  the  ability  of  any  NAFTA  party  to  raise  standards. 

See  H.Cong.Res.  246  (Waxman-Gephardt);  Trade  Act  of  1974,  as  amended,  19  U.S.C. 
Section  2504.  In  addition,  the  protocol  must  protect  the  full  jurisdictional  range  of  each 
party's  domestic  standard  setting  ability,  such  as  proposals  to  prevent  the  export  of 
domestically  prohibited  or  restricted  products  (e.g.,  pesticides). 

We  believe  the  difficulty  in  reconciling  differences  in  standards  can  be  resolved 
in  a  manner  consistent  with  the  fundamental  principles  of  international  trade;  namely, 
the  test  for  environmental,  conservation,  health,  and  safety  standards  should  be  the  same 
as  for  other  NAFTA  provisions  -  national  treatment  and  nondiscrimination.  NAFTA's 
standards  provisions  must  not  provide  a  mechanism  to  challenge  another  country's 
chosen  level  of  environmental,  conservation,  health,  or  safety  protection,  nor  the  means 
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chosen  to  achieve  such  protection  if  the  means  is  facially  non-discriminatory  in  intent. 

NAFTA's  two  chapters  specifically  covering  standards.  Sanitary  and  Phytosanitary 
standards  (SPS)  and  Technical  Barriers  to  Trade  (TBT),  contain  ambiguous  and 
contradictory  language,  and  may  be  interpreted  to  encourage  harmonization  tov^ards 
generally  lovk^er  international  norms.  The  current  TBT  and  SPS  texts  set  up  numerous 
committees  vdth  broad  pohcy  jurisdiction,  and  establish  detailed  procedures  for 
"conformity  assessment"  and  other  harmonization  mechanisms.  We  believe  that 
standard-setting  is  a  matter  for  local,  state,  and  national  democratic  bodies,  and  should 
be  subject  to  trade  disciplines  only  when  there  exists  a  discriminatory  intent.  To  the 
extent  that  such  committees  and  standard-setting  procedures  will  exist  In  NAFTA,  the 
SPS  and  TBT  texts  must  be  supplemented  and  clarified  to  ensure  openness,  mechanisms 
for  public  participation  and  oversight,  and  participation  of  environmental,  health,  and 
safety  experts. 

The  protocol  must  also  assure  tiiat  the  role  of  "science"  as  a  necessary  basis  for 
standards-setting  is  not  an  absolute  prerequisite  to  the  adoption  and  implementation  of 
standards.  Standards  based,  for  instance,  on  tiie  precautionary  principle  or  on  consumer 
preference  must  be  allowed,  so  long  as  their  intent  is  ti-ansparent  and  facially  non- 
disaiminatory.  Sinularly,  standards  not  based  on  risk  assessment,  like  referendums  and 
"zero-risk"  standards,  must  not  be  challengeable  by  NAFTA.  The  NAFTA  package  must 
also  make  clear  the  ability  of  counti-ies  to  maintain  more  than  one  level  of  acceptable 
risk.   Further,  the  role  of  international  standard-setting  bodies  must  be  only  advisory. 

In  addition,  the  NAFTA  standards  sections  tiueaten  to  expose  legitimate 
environmental,  conservation,  health,  and  safety  protections  to  attack  as  trade  barriers  on 
the  basis  of  how  a  particular  level  of  protection  is  implemented.  The  protocol,  therefore, 
must  clarify  that  a  non-discriminatory  measure  will  not  be  held  to  violate  NAFTA 
because  some  less  NAFTA-inconsistent  measure  may  conceptually  exist,  a  measure  has 
extrajurisdictional  implications,  or  is  based  on  process  distinctions. 

Finally,  the  protections  afforded  by  the  wide  range  of  standards  applicable  in  the 
NAFTA  parties  can  only  be  as  strong  as  the  conunitment  of  the  NAFTA  countries  to 
effectively  monitor,  inspect,  and  enforce  these  standards.  For  example,  with  the 
increased  movement  of  products  expected  from  NAFTA,  the  U.S.  wall  need  to  implement 
new  ii\spection  mechanisms  to  ensure  that  meat  and  livestock  imported  from  Mexico 
and  Canada  meet  all  applicable  U.S.  standards. 

6.  IMPACT  ON  STATE  AND  LOCAL  LAWS: 

Because  states  and  localities  are  not  parties  to  NAFTA,  tiiey  cannot  directly 
defend  their  standards  under  Chapter  7  or  9.  Although  the  federal  government  is 
allowed  to  set  standards  it  deems  "appropriate,"  states  and  locaUties  do  not  explidtiy 
possess  this  right,  and  are  thus  dependent  upon  the  federal 

government  for  defense.  Furtiiermore,  NAFTA  Article  105  states  all  parties  "shall  ensure 
that  all  necessary  measures  are  taken  that  in  order  to  give  effect  to  the  provisions  of  this 
agreement ...  by  state  and  local  governments."  This  situation  will  have  a  chilling  effeft 
upon  progressive  sub-federal  legislation  that  often  drives  effective  federal  action.  Thus, 
the  NAFTA  package  must  provide  sub-federal  governments  standing  and  a  major  role 
in  NAFTA  disputes.  It  must  also  assure  the  ability  of  sub-federal  governments  to 
establish  initiatives  that  exceed  federal  and  international  standards. 

7.  INVESTMENT: 

Although  Article  1114  of  the  existing  NAFTA  recognizes  "that  it  is  inappropriate 
to  encourage  investment  by  relaxing  domestic  health,  safety  or  environmental  measures," 
it  does  nothing  to  actually  prevent  such  an  occurrence.  No  NAFTA  country  should 
become  a  "pollution  haven"  for  unscrupulous  investors,  American  or  otherwise.  The 
United  States,  for  example,  frequently  applies  limitations  to  investment,  domestically  and 
abroad,  for  important  political  and  national  security  reasons;  that  definition  must  now 
be  broadened  to  include  ecological  security.  The  NAFTA  package  must  provide  a 
means,  including  for  instance  offsetting  tariffs  to  make  "polluters  pay,"  so  that 
environmental,  health,  and  safety  costs  are  fully  internalized.  Moreover,  NAFTA's 
investment  provisions  should  permit  access  to  dispute  settiement  as  a  means  of 
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preventing  environmentally  damaging  investment. 

8.  INTERNATIONAL  AGREEMENTS: 

At  present,  only  three  multilateral  environmental  agreements  are  given  some 
limited  measure  of  protection  under  NAFTA:  CITES,  the  Montreal  Protocol,  and  the 
Basel  Convention.  The  Bush  Administration's  defense  to  this  limitation  was  that  oiJy 
these  three  agreements  possess  direct  trade  implications.  Not  only  is  this  assertion  false, 
but  the  logic  behind  the  argument  is  also  needlessly  narrow.  We  strongly  believe  that 
all  NAFTA  parties  must  possess  the  ability  to  implement  and  enforce  any  international 
agreement  by  imposing  trade  restrictions,  if  such  restrictions  are  an  effective  way  to 
secure  complete  compliance  with  the  agreement  in  question.  Therefore,  we  believe  all 
present  and  futxire  international  environmental,  health,  safety,  animal  welfare  or 
conservation  agreements,  to  which  any  NAFTA  party  is  a  signatory,  should  be  refer- 
enced in  the  protocol  and  added  to  Article  104. 


9.  AGRICULTURE: 

NAFTA,  as  vmtten,  threatens  the  survival  of  family  farmers  who  have  the  most 
experience  and  potential  to  be  good  stewards  of  the  land  and  provide  safe,  nutritious 
food  for  our  country.  If  agricultural  production  is  to  be  put  on  a  sustainable  footing, 
(e.g.  decreased  production  on  marginal  land  and  the  use  of  fewer  chemicals),  then 
environmental  and  social  costs  must  be  internalized.  This  wdll  not  happen  if  family 
farmers  have  to  compete  with  cheaper  imports  produced  in  less  sustainable  ways. 

NAFTA  must  preserve  the  capacity  to  employ  supply  management  as  a  policy 
tool  to  promote  sustainability.  This  capacity  has  been  seriously  undermined  by 
NAFTA's  tariffication  of  quantitative  import  controls,  including  Section  22  of  the 
Agricultural  Adjustment  Act  and  the  Meat  Import  Act.  We  therefore  propose  that  the 
tariffication  provision  be  altered  through  the  supplemental  agreement  to  allow  for 
import  controls  on  supply  managed  crops  and  to  create  the  possibility  for  the  future 
supply  management  of  crops  not  currently  in  the  program. 

10.  CONSERVATION  ISSUES: 

The  NAFTA  package  must  not  allow  or  encourage  natiiral  resources  such  as 
water,  forests,  and  the  diversity  of  species  to  be  unsustainably  consumed  or  harmed. 
If  countries  are  to  develop  and  implement  sustainable  natural  resource  management 
programs,  they  must  possess  unfettered  authority  to  regulate  resource  extraction.  Of 
critical  importance  is  the  power  to  determine  whether,  and  under  what  terms,  a  NAFTA 
party's  resources  may  be  exploited  for  export  markets.  Under  NAFTA,  particularly 
Articles  309  and  316,  the  sovereignty  of  countries  to  regulate  the  export  of  natural 
resources  is  severely  curtailed.  In  fact,  Article  316  goes  much  further  than  GATT  by 
assuring  perpetual  access  to  other  party's  resources,  notwithstanding  domestic  shortages, 
for  as  long  as  those  resources  last.  A  particularly  serious  problem  in  this  regard  is  the 
prospect  that  NAFTA  could  be  used  to  compel  major  interbasin  transfers  of  water 
despite  existing  water  management  regimes.  The  protocol,  thus,  must  explicitly  provide 
that  all  parties  possess  unfettered  authority  to  embargo  natural  resource  exports  for 
legitimate  conservation  ends. 

A  related  problem  centers  upon  the  impact  of  NAFTA's  intellectual  property 
framework  on  efforts  to  protect  the  biological  diversity  of  this  continent's  ecosystems. 
The  protocol  should  ensure  that  equal  protection  be  afforded  to  both  the  "stewards" 
or"owners"  of  biological  resources,  including  indigenous  and  nunority  peoples,  as  well 
as  to  patent  holders. 

To  help  deal  with  wildlife  habitat  conservation  in  particular,  we  propose  that  the 
Convention  on  Nature  Protection  and  Wildlife  Preservation  in  the  Western  Hemisphere 
be  revitalized  and  specifically  linked  to  NAFTA  so  that  acceding  countries  to  NAFTA 
make  specific  accommodations  to  habitat  protection  within  their  borders. 

11.  GOVERNMENT  PROCUREMENT: 

The  use  of  preferential  purchasing  policies  is  an  important  tool  that  has  been  used 
by  governments  at  all  levels  to  create  markets  for,  and  encourage  the  development  of. 
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green  technology  and  environmentally  sound  products.  Under  Chapter  10  of  NAFTA, 
such  green  procurement  initiatives  are  vuJnerable  to  challenge.  For  instance,  under  the 
CUSFTA,  Canadian  paper  manufacturers  have  argued  they  possess  a  trade  claim  on  the 
basis  of  recycled  paper  content  requirements  by  U.S.  governments.  Thus,  the  protocol 
must  assure  the  rights  of  governments  to  implement  environmental  purchasing  policies 
and  practices  free  from  the  threat  of  trade  sanctions. 

12.  THE  "NECESSARY'  TEST  AND  OTHER  PROBLEMATIC  NAFTA 

LANGUAGE: 

Like  many  other  NAFTA  provisions,  Chapter  21's  environmental  "exceptions" 
incorporate  GATT  terminology  and  jurisprudence.  Unfortunately,  recent  GATT  panel 
decisions  have  interpreted  the  term  "necessarv  to  protect  human,  animal  or  plant  life  or 
health"  as  requiring  "necessary"  measures  to  be  "least-GATT"  or  "least-trade"  restrictive. 
Under  this  standard,  many  present  federal  and  state  measures  could  be  found  to  be 
NAFTA-inconsistent  -  from  bans  on  the  trade  in  elephant  ivory  to  state  recycling 
programs.  The  environmental  exceptions  in  NAFTA,  therefore,  need  to  be  clarified  and 
strengthened  to  ensure  that  the  GATT  jurisprudence  does  not  affect  the  interpretation 
of  NAFTA. 

Also  potentially  problematic  is  NAFTA  Article  903,  v^fhich  could  be  read  to 
incorporate  GATT  provisions  and  jurisprudence  in  a  way  that  diminishes  a  NAFTA 
country's  ability  to  protect  environmental  resources.  Furthermore,  Annex  2004's 
allowance  to  seek  dispute  settlement  if  a  party  feels  "any  benefit  it  could  reasonably  have 
expected  to  accrue  it ...  is  being  nullified  or  impaired"  invites  attack  upon  U.S.  standards. 
Similarly,  the  "based  on"  language  of  Articles  754,  755,  757,  and  905  could  needlessly 
threatens  U.S.  laws  like  the  Delaney  clauses.  Here  again,  a  clarifying  standard  should 
be  adopted  in  the  protocol  that  protects  all  U.S.  environmental,  health,  and  safety  stan- 
dards, as  long  as  they  are  not  arbitrary,  discriminatory,  or  disguised  trade  barriers. 

13.  SUSTAINABLE  DEVELOPMENT: 

While  we  laud  the  goal  of  "sustainable  development"  in  NAFTA's  preamble,  we 
would  like  to  see  the  goal  of  sustainable  development  made  binding,  and  appear  in 
Article  102's  Objectives.  By  truly  integrating  the  concept  of  sustainability  into  this 
protocol,  the  NAFTA  parties  will  establish  an  environmental  benchmark  for  hemispheric 
trade  and  development. 


VI.      IMPROVING      U.S.      TRADE      POLICY      PROCEDURES      FROM      AN 
ENVIRONMENTAL,  HEALTH  AND  SAFETY  VIEWPOINT 

In  addition  to  the  specific  recommendations  we  have  summarized  in  relation  to 
the  imminent  NAFTA  supplemental  negotiations,  Public  Citizen  strongly  supports  the 
following  general  pro-dtizen  reforms  of  U.S.  trade  policy  procedures: 

A.  PROCEDURAL  SAFEGUARDS 

Conduct  Environmental  Impact  Statements  for  all  trade  agreements,  as  required 
by  the  National  Environmental  Policy  Act. 

Develop  a  Code  of  Ethics  for  U.S.  trade  negotiators  which  would  pertain  to 
U.S.T.R.  and  any  other  government  officials  involved  in  trade  policy. 

Open  trade  negotiations  and  dispute  processes  to  the  sunshine  of  public  oversight 
by  creating  processes  through  which  citizens  can  access  information. 

Allow  increased  participation  of  citizen  representatives  throughout  the  trade 
policy-making  and  dispute  settlement  processes. 

Provide  mechanisms  for  citizen  enforcement  of  environmental,  health  and  other 
sodal  laws  against  U.S.  corporations  doing  business  in  other  countries  by 
establishing  dtizen  standing  in  trade  dispute  mechanisms. 
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Enact  a  Foreign  Environmental  Practices  Act  compelling  U.S.-based  corporate 
operations  in  other  nations  to  follow  U.S.  environmental  standards. 

Step  up  border  food  inspection  of  produce,  meats,  dairy  and  poultry. 


V.  CONCLUSION 

President  Clinton  is  in  an  unenviable  position  on  the  NAFTA.  He  has  inherited 
a  NAFTA  that  is  fundamentally  flawed  in  its  text,  naissing  important  aspects  and 
reliant  on  the  fast  track  mechanism  for  Congressional  consideration  of  the  NAFTA 
that  was  extended  on  the  basis  of  environmental  promises  to  the  Congress  by  the 
previous  Admiiustration  that  were  not  kept. 

Public  Citizen  was  pleased  to  see  that  President  Clinton  recognized  that  the 
Bush  NAFTA  did  not  pass  muster  from  an  environmental  and  consumer  protection 
viewpoint.  The  scope  of  the  upcoming  environmental  negotiation  must  be  broad  to 
address  the  NAFTA's  problems.  We  recognize  that  President  Clinton  does  not  want 
to  renegotiate  the  NAFTA.  We  are  not  concerned  about  the  manner  in  which  the 
substantial  repairs  to  the  Bush  NAFTA  are  accomplished.  However,  these  flaws  are 
numerous  and  serious  and  they  involve  not  only  what  is  missing  from  the  NAFTA, 
but  what  the  current  text  contains.  We  hope  that  President  Clinton  takes  the 
necessary  steps  to  turn  the  unacceptable  Bush  NAFTA  into  an  agreement  that  wiU 
better  benefit  the  people  and  enviromnent  in  the  three  NAFTA  countries. 
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Chairman  Gibbons.  As  you  know  we  have  had  an  interest  in  the 
environment  for  some  time,  and  this  is  probably  the  first  time  that 
we  have  had  it  come  up  in  the  context  of  a  trade  negotiation.  For 
reasons  that  you  have  heard  expressed  here,  there  is  some  doubt 
as  to  how  far  we  can  go  and  what  the  impact  of  it  all  would  be. 

Those  of  you  in  the  movement  who  tried  to  put  any  dollar 
amounts  in  a  budgetary  form,  so  much  per  year,  as  to  what  would 
be  a  reasonable  effort  in  this  regard,  what  kind  of  money  are  we 
talking  about?  A  half-a-billion?  Two  billion?  Ten  billion?  A  hundred 
billion?  What  are  we  talking  about? 

Mr.  Emerson.  Mr.  Chairman,  I  think  there  is  a  huge  range  of 
estimates  out  there. 

Chairman  Gibbons.  But  I  am  just  talking  about  in  your  commu- 
nity. You  are  all  reasonable,  intelligent  people.  What  is  it  going  to 
take  to  make  you  think  that  this  is  a  reasonable  effort? 

Mr.  Hudson.  I  think  that  the  estimates  for  United  States-Mexico 
border  cleanup  range  between  $5  billion,  Gary  Huffbauer  and  Jef- 
frey Shott,  to  $9  billion,  according  to  Greenpeace.  That  is  just  Unit- 
ed States-Mexico  border. 

The  United  States-Canada  border  costs  are  not  that  much  for  the 
toxic  hot  spots  that  are  caused  by  trade  activity,  but  are  measured 
in  the  billions,  not  the  millions. 

Now,  switching  gears  for  a  second,  what  you  have  heard  a  lot 
about  today  is  enforcement.  The  enforcement  costs  are  not  the  big 
costs.  The  enforcement  costs  are  not  as  much  as  the  costs  related 
to  infrastructure.  Doing  something  about  enforcement  is  a  function 
as  much  of  political  will  as  money  and  the  ability  to  write  provi- 
sions that  make  sense. 

With  respect  to  enforcement,  we  think  it  makes  sense  to  look  at 
the  NAFTA  text  and  see  what  has  been  done  on  enforcement  in 
other  areas,  intellectual  property,  investment,  and  get  some  ideas 
there.  That  is  not  a  function  of  money. 

Chairman  Gibbons.  I  understand  that.  But  we  have  got  to  meas- 
ure this  effort  by  some  kind  of  criteria.  What  is  it  going  to  take  to 
make  you  all — I  can't  say  happy.  I  am  not  talking  about  that.  What 
do  you  think  is  a  reasonable  effort  for  your  Government  to  make, 
realizing  that  we  have  got  to  raise  the  money  right  here,  to  per- 
suade you,  perhaps,  that  this  agreement  is  worthwhile? 

Mr.  Emerson.  Mr.  Chairman,  I  think  that  you  have  to  go  back 
and  think  of  the  total  needs  for,  say,  a  region  like  the  United 
States-Mexico  border,  and  the  best  estimates  that  I  know  of  for 
waste  water  and  water  delivery  systems  are  in  the  range  of  $5  bil- 
lion to  $7  billion. 

We  understand  that  the  Federal  budget  deficit  limits  the  amount 
of  money  that  we  can  expect  from  the  Federal  Government  in  any 
one  year.  However,  doing  things  like  cutting  the  proposed  level  of 
spending  for  fiscal  year  1994,  which  was  already  very  low,  is  just 
exactly  the  wrong  message  to  send  out  to  people  who  are  trying  to 
work  to  solve  these  problems.  Certainly,  we  need  to  go  forward.  I 
think  we  need  to  look  to  mechanism  such  as  the  idea  that  Con- 
gressman Richardson  has  proposed.  While  it  does  involve  some  ex- 
penditure of  Federal  funds,  it  will  be  leveraged  to  get  10  times  the 
initial  investment,  up  around  $2  billion. 
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So  it  is  that  kind  of  thing  coupled  with  asking  the  business  com- 
munity to  make  a  bigger  contribution  to  solving  this  problem.  I 
don't  think  any  of  us  are  sitting  here  saying  that  the  Federal  budg- 
et deficit  is  not  a  serious  high-priority  problem,  but  going  forward 
with  a  good-faith  effort  where  people  don't  feel  like  they  are  being 
offered  up  some  Federal  support  and  then  having  it  pulled  back  is 
what  is  needed  here. 

Mr.  AUDLEY.  Mr.  Gibbons,  if  I  might  add,  it  is  precisely  the  ques- 
tion you  are  asking  which  motivated  the  Sierra  Club,  Public  Citi- 
zen, and  Friends  of  the  Earth  to  ask  the  U.S.  Trade  Office  to  com- 
ply with  NEPA  guidelines.  These  are  the  sorts  of  answers  that  we 
need  before  we  engage  in  a  NAFTA-type  arrangement  and  could 
have  been  supplied  by  NEPA.  We  have  to  date  failed  in  our  efforts 
to  have  NEPA  applied  to  NAFTA,  but  that  kind  of  information 
could  have  been  supplied  by  that  type  of  investigation. 

We  also  feel,  also  in  conversations  that  we  and  other  environ- 
mental groups  had  with  Governor  Richards'  staff  from  Texas,  the 
kind  of  questions  you  are  asking,  definitely  those  answers  need  to 
come  from  governments,  not  just  private  interests  like  environ- 
mental organizations. 

Ms.  Wallach.  Just  to  clarify  on  the  state  of  the  NEPA  suit,  the 
suit  is  back  in  the  district  court  awaiting  argument,  and  it  is  pos- 
sibly the  case  as  it  was  never  ruled  on  the  substance,  just  on  proce- 
dural issues,  that  in  fact  the  court  could  rule  that  an  environ- 
mental impact  statement  must  be  done  for  NAFTA,  and  then  a  lot 
of  these  cost  issues  will  be  figured  out,  both  what  it  will  cost  to 
clean  up  the  existing  mess,  then  also  long-term  pollution  avoidance 
and  infrastructure  and  enforcement  costs. 

Mr.  Emerson.  For  some  of  these  problems  like  the  air  pollution 
problem  in  El  Paso/Juarez  that  I  mentioned,  it  could  be  solved  with 
virtually  no  Federal  money  other  than  some  monitoring  and  some 
regulatory  expense.  But  the  two  countries  must  define  an  inter- 
national airshed,  tougher  quality  targets  for  that  airshed  that 
would  become  tougher  over  a  period  of  time,  and  tell  the  business 
community  and  the  utilities  to  meet  these  targets — no  Federal 
money  required. 

Chairman  Gibbons.  I  feel  a  little  frustrated,  and  I  know  you  do, 
too.  It  is  very  hard  to  determine  exactly  what  you  want.  We  have 
measured  things  in  terms  of  how  much  is  it  going  to  cost,  and  I 
don't  know  any  other  way  to  really  measure. 

Are  you  getting  good  cooperation  from  the  administration  now? 
Do  they  have  a  dialog  going  on  with  you,  or  do  you  have  an  input 
into  what  they  are  talking  about? 

Mr.  Emerson.  My  impression  is  that  we  do.  Although  the  admin- 
istration is  just  now  getting  organized.  It  has  been  hard  to  deliver 
our  ideas  when  there  aren't  necessarily  people  there  to  talk  with. 

I  think  that  we  need  from  the  Congress  pressure  going  to  the  ad- 
ministration that  we  all  need  to  talk  in  terms  of  solving  the  prob- 
lems, and  if  we  could  urge  that  all  discussions  that  were  started 
had  to  include  two  or  three  options  for  solving  the  problem,  that 
would  be  a  mighty  fine  step  forward. 

Mr.  AuDLEY.  I  would  like  to  second  Pete's  comment.  Since  the 
Clinton  administration  has  come  to  Washington,  a  broader  access 
to  the  Trade  Office,  to  the  administration,  has  been  a  result.  Again, 
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something  Pete  said,  though,  in  many  instances,  key  people  within 
the  different  agencies  responsible  for  shaping  the  agenda  for  nego- 
tiations are  missing,  and  in  the  absence  of  these  people,  you  won- 
der who  to  speak  with  or  just  what  the  conversation  is  that  is 
shaping  the  agenda. 

It  is  clear  from  messages  that  we  get  from,  say.  President  Clin- 
ton's speech  on  NAFTA  when  he  was  running  and  then  Ambas- 
sador Kantor's  discussions  that  there,  perhaps,  has  been  a  shift 
that  we  are  concerned  about,  and  I  think  that  shift  is  being  re- 
flected most  especially  amongst  Members  in  the  Senate — in  par- 
ticular. Senator  Baucus  is  concerned  about  that — and  from  the 
comments  that  Mr.  Gephardt  made  today.  The  message  does  need 
to  be  sent  from  Congress  that  we  can  fix  this,  but  we  cannot  begin 
these  negotiations  without  a  full  complement  as  part  of  the  agenda, 
and  that  complement  includes  the  environment. 

Ms.  Wallach.  I  would  add  to  that,  that  while  we  certainly  have 
appreciated  better  access  and  had  discussions,  what  really  concerns 
us  is  what  in  the  end  comes  out  of  the  whole  sausage  machine. 

Listening  today  and  also  the  Finance  Committee's  statements  of 
USTR  Representative  Kantor,  I  would  have  to  say  it  is  disconcert- 
ing in  that,  for  instance,  in  this  consensus  document,  we  veir  clear- 
ly laid  out  the  consensus  position  of  25  groups  without  rhetoric, 
without  hysterics,  just  literally  what  needs  to  be  done,  though 
without  a  dollar  figure. 

A  lot  of  what  would  be  implicated  there  seems  to  be  limited  by 
the  jurisdictional  sovereignty  issues  that  have  been  raised  in  these 
two  hearings,  and  that  is  disconcerting  because,  regardless  of  ac- 
cess, if  the  results  don't  represent  the  discussions,  we  don't  end  up 
much  ahead. 

Chairman  Gibbons.  Let's  stay  in  touch  and  try  to  work  this  out. 
I  realize  we  got  a  tough  job.  We  here  do  not  pretend  to  know  all 
the  answers.  We  look  forward  to  your  input. 

Peter. 

Mr.  HOAGLAND.  Mr.  Chairman,  I  don't  have  any  questions  at  this 
time.  It  has  been  a  long  day,  and  it  is  going  to  continue  to  be  a 
long  day  as  the  next  witnesses  appear. 

I  have  enjoyed  listening  to  your  testimony,  though,  and  I  want 
to  assure  you  that  I  am  taking  it  with  me  this  weekend  and  look 
forward  to  reading  it  in  detail. 

I  certainly  appreciate  your  interest.  I  think  it  is  so  important 
that  we  can  meet  all  of  the  objectives  here,  if  possible.  Ratification 
of  the  treaty,  obviously,  will  help  the  economy  of  all  three  countries 
significantly,  and  it  also  gives  us  an  opportunity  to  address  the 
kind  of  environmental  issues  that  you  all  are  addressing  and  that 
Majority  Leader  Gephardt  did  in  his  testimony  a  while  ago  and  to 
address  the  very  serious  working  family  and  worker  issues  that  are 
raised,  too,  to  try  and  do  what  we  can  to  be  sure  that  workers  in 
America  and  the  United  States  come  out  having  been  fairly  treated 
through  this  process. 

It  will  take  a  lot  of  work.  I  just  hope  we  all  have  the 
sticktoitiveness  and  the  flexibility  in  the  end  to  get  the  job  done, 
though,  because  it  will  be  a  real  loss,  I  think,  to  all  three  countries, 
and  it  will  have  a  significant  impact  on  our  relationship  with  Mex- 
ico if  we  are  unable  to  bring  this  to  a  conclusion  successfully. 
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I  know  you  agree  with  that,  Mr.  Chairman.  I  think  we  are  going 
to  have  to  use  more  ingenuity,  perhaps,  in  putting  together  these 
bilateral  commissions  and  invent — not  reinvent  in  this  case,  but  in- 
vent a  government  or  a  combination  of  governments  that  can  get 
these  jobs  done.  It  is  certainly  in  all  of  our  interests  to  do  it. 

But  thank  you,  again,  for  your  involvement. 

Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  All  right.  Thank  you  very  much. 

We  go  next  to  USA*NAFTA,  the  U.S.  Council  for  International 
Business,  and  the  American  Association  of  Exporters  &  Importers. 

First,  I  apologize  to  all  of  you  for  the  lateness  of  the  hour.  I  must 
admit  that  I  have  to  be  out  of  here  in  20  minutes,  and  I  have  got 
you  all  and  I  have  four  other  people.  So  you  are  going  to  have  to 
be  fast.  I  am  sorry. 

STATEMENT  OF  SANDRA  MASUR,  CHAIRPERSON,  USA*NAFTA, 
INC.,  AND  DIRECTOR,  INTERNATIONAL  TRADE  POLICY, 
EASTMAN  KODAK  CO. 

Ms.  Masur.  I  am  Sandy  Masur.  I  am  director  of  international 
trade  policy  for  Eastman  Kodak  Co.,  and  I  am  also  here  represent- 
ing USA*NAFTA  as  Chairperson. 

Before  I  start,  Mr.  Chairman,  I  want  to  commend  you  for  your 
stamina.  As  someone  who  sat  here  since  10  in  the  morning,  I  tnink 
it  is  quite  remarkable  to  go  through  a  day  like  today. 

I  am  sorrv  that  Congressman  Matsui  is  not  here  because  earlier 
he  had  said  that  he  had  not  heard  from  the  business  community 
enough,  and,  hopefully,  USA*NAFTA  can  remedy  that  situation  for 
him  and  all  other  535  Members  of  Congress.  It  is  an  organization 
that  has  been  put  together  of  over,  at  this  time,  1,100  companies 
from  around  the  coimtiy,  small,  medium,  and  large  geographically 
diverse,  and  the  sole  objective  of  the  group,  which  is  growing  in 
membership  every  day,  is  to  promote  the  NAFTA  and  ensure  that 
the  implementing  legislation  goes  through. 

I  thmk,  obviously,  Mr.  Chairman,  you  know  as  well  as  anyone 
the  numbers  on  Mexico  and  why  it  is  in  our  interest  to  have  free 
trade  with  Mexico.  I  think  one  of  the  things  I  am  struck  with  is 
the  notion  that  a  lot  of  people  discuss  the  NAFTA  as  if  we  are 
doing  a  favor  for  Mexico,  and  I  want  to  make  a  very  strong  point 
here  that  this  is  not  something  that  we  are  doing  as  a  favor  to 
Mexico,  but  something  that  is  squarely  in  the  economic  and  foreign 
policy  interest  of  the  United  States. 

As  a  businessperson,  obviously,  to  me,  the  most  important  is  the 
economic.  That  $6  billion  trade  surplus  we  have  with  Mexico  is  real 
exports,  not  exports  that  come  back  to  the  United  States,  but  ex- 
ports that  stay  in  Mexico,  and  it  is  real  jobs  created  in  the  United 
States. 

Our  view  is  that  with  the  NAFTA,  an  added  liberalization  that 
comes  from  the  NAFTA  plus  continued  growth  in  Mexico,  we  are 
going  to  see  that  trade  surplus  rise  and  be  sustained  for  a  consider- 
able amoxmt  of  time,  and  tnat  is,  again,  real  exports  from  the  Unit- 
ed States  to  Mexico,  capital,  consumer  goods  and  real  jobs,  higher 
wage  jobs  beingcreated  in  the  United  States. 

So  USA*NAFTA  members  are  obviously  very,  very  enthusiastic 
and  supportive  of  the  agreement  and  want  to  see  it  passed.  We  also 
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believe  that  it  can  be  an  agreement  that  is  in  the  best  interest  of 
the  environment  for  all  three  countries.  In  that  regard,  we  think 
that  the  provisions  in  the  NAFTA  itself  are  path-breaking,  and  the 
USA*NAFTA's  members  are  also  very  supportive  of  the  creation  of 
a  North  American  Commission  on  the  Environment,  so  long  as  the 
powers  of  that  commission  do  not  become  supranational  powers 
that  threaten  the  sovereignty  of  the  United  States  and  our  own 
ability  to  make  choices  in  our  own  country. 

But  the  NACE  as  an  organization,  we  think,  is  an  extremely  im- 
portant part  of  the  NAFTA  process  to  promote  cooperation,  con- 
sultation, and  enhanced  enforcement  of  environmental  laws  in  all 
three  countries.  The  most  important  way  we  see  to  do  that  is 
through  sunshine,  and  substantial  sunshine  in  all  aspects  of  the 
process  of  the  biannual  reports  that  the  NACE  will  make.  So  that, 
at  each  step  of  the  way,  citizens  groups,  advisory  groups,  can  be 
involved  in  the  process  to  say  this  country  is  not  enforcing  its  laws 
adequately  and  that  that  process  will  be  constantly  under  a  review. 

Certainly,  if  you  look  at  environmental  laws  and  other  things  in 
this  country,  sunshine,  threat  of  embarrassment,  public  exposure, 
are  extremely  important  ways  of  ensuring  adequate  enforcement, 
and  we  see  the  NACE  performing  that  role  in  a  very  constructive 
way. 

Where  we  would  take  issue  is  if  the  NACE  as  a  supranational 
body  had  investigatory  powers  of  its  own  or  the  power  to  impose 
trade  sanctions.  We  see  that  as  threatening  both  from  a  constitu- 
tional point  of  view,  due  process  in  our  own  country,  as  well  as 
prosecutorial  discretion,  a  couple  of  the  issues  that  Ambassador 
Kantor  had  raised  in  his  testimony.  We  also  see  the  danger  of 
trade  sanctions  very  much  being  used  against  the  United  States, 

If  we  are  currently  running  a  substantial  trade  surplus  with 
Mexico,  the  impetus  is  surely  going  to  be  with  the  Mexicans  to  try 
to  block  trade  more  with  the  United  States  than  vice  versa.  The 
L.A.  Basin,  for  example,  I  understand  is  not  in  compliance  with  the 
Clean  Air  Act.  Now,  imagine  if  the  Mexicans  decided  that  all  goods 
that  were  produced  in  that  part  of  the  country  flowing  into  Mexico 
is  a  subsidy  and  that  there  were  sanctions.  So  we  see  a  lot  of  prob- 
lems in  that  regard. 

In  terms  of  financing,  the  business  community  and  USA* NAFTA 
is  very  much  prepared  to  pay  its  fair  share  in  terms  of  user  fees, 
property  taxes,  raising  local  revenues  to  finance  improved  infra- 
structure along  the  border.  So  we  are  very  supportive  of  that,  and 
we  will  be  working  with  you  and  the  administration  in  the  hopes 
of  promoting  those  kinds  of  alternatives. 

So,  finally,  we  oppose  a  transactions  tax  which  we  think  would 
be  the  most  unfair  way  to  finance  improvements  along  the  border, 
but  look  to  these  other  mechanisms  as  the  way  to  go. 

So,  in  conclusion,  we  think  the  NAFTA  is  very  much  in  our  inter- 
est. We  think  that  these  environmental  side  agreements  can  also 
be  made  to  work  to  enhance  enforcement,  environmental  improve- 
ment, but  we  would  caution  against  giving  any  commissions  powers 
that  would  supercede  that  which  the  United  States  has  and  could 
come  back  to  bite  us  both  in  our  relations  to  Mexico,  as  well  as  the 
rest  of  the  world. 

Thank  you. 
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STATEMENT  OF  SANDRA  MASUR 
CHAIRPERSON  OF  USA'NAFTA 

Mr.  Chairman  and  members  of  the  Committee,  I  am  pleased  to  be  here  to  discuss  the  North 
American  Free  Trade  Agreement  ("NAFTA").  I  am  appearing  on  behalf  of  USA*NAFTA,  Inc.,  of  which  1  a 
chairperson.  I  am  also  Director  of  International  Trade  Policy  at  Eastman  Kodak  Company.  USA*NAFTA  is 
coalition  of  1 100  compaiues  and  orgamzations  that  support  approval  and  implementation  of  the  NAFTA.  Its 
membership  ranges  from  large  corporations  to  small  businesses  all  across  America.  These  are  diverse 
constituencies,  but  they  are  united  by  a  common  belief  —  that  the  NAFTA  should  be  an  essential  part  of  this 
nation"; 


As  the  Congress  begins  its  work  on  the  NAFTA,  critics  are  expressing  fears  that  the 
agreement  will  hurt  the  environment.    In  particular,  they  contend  that  the  economic  growth  spurred  by  the 
NAFTA  will  exacerbate  environmental  concerns  along  the  U.S. -Mexico  border  by  attracting  pollution-intensive 
firms  to  Mexico,  who  then  might  enjoy  a  competitive  advantage  over  U.S.  firms.    They  also  say  that  there  will 
be  a  downward  harmonization  of  U.S.  environmental,  health,  and  safety  standards. 

USA'NAFTA  rejects  this  old  fashioned  thinkmg  about  the  environment  and  economic  growth. 
We  believe  that  the  NAFTA  and  an  appropriate  supplemental  environmental  agreement  promise  to  enhance 
economic  growth  for  the  United  States  and  its  neighbors  and,  at  the  same  time,  generate  the  resources  and 
political  will  to  address  important  environmental  issues,  particularly  in  the  U.S. -Mexico  border  area.    We 
emphasize,  however,  that  NAFTA  is  an  agreement  that  we  Americans  negotiated  for  our  own  economic  benefit, 
not  to  accommodate  the  interests  of  other  coimtries. 

My  testimony  today  is  divided  into  two  sections.    First,  I  will  focus  on  the  NAFTA  itself. 
Even  without  any  proposed  side  agreement,  the  NAFTA  will  promote  a  number  of  vital  U.S.  economic  interests 
while  at  the  same  time  providing  historic  safeguards  to  protect  the  environment.    Second,  1  will  turn  to 
proposals  for  a  supplemental  environmental  agreement.    USA*NAFTA  supports  negotiation  of  a  balanced  and 
productive  supplemental  environmental  agreement,  guided  by  two  principles:   The  agreement  must  respect  the 
sovereignty  of  all  three  countries,  and  it  should  not  detract  from  the  NAFTA's  essential  economic  objectives. 


I.    THE  NAFTA  ITSELF 

The  NAFTA  is  a  historic  trade  agreement.  We  began  these  negotiations  with  our  neighbors  to 
increase  exports  and  enhance  the  competitiveness  of  U.S.  firms  by  breaking  down  foreign  trade  and  investment 
barriers  and  locking  in  foreign  economic  reforms.  The  NAFTA  achieves  these  goals  very  effectively  in  the  case 
of  two  important  trading  partners.  In  addition  and  unlike  any  other  previous  trade  agreement,  the  NAFTA  also 
contains  provisions  assuring  that  economic  growth  and  environmental  stewardship  are  mutually  supportive 
objectives. 

A.  Economic  Benefits 

It  cannot  be  overstated  that  the  NAFTA  achieves  impressive  results  in  reducmg  or  eliminatmg 
trade  barriers  with  two  of  our  most  important  trading  partners.  Canada  is  our  largest  trading  partner.  Although 
many  barriers  to  trade  and  investment  between  Canada  and  the  United  States  were  eliminated  through  the  U.S.- 
Canada Free  Trade  Agreement,  others  remain. 

Mexico  is  our  third  largest  and,  more  importantly,  our  fastest  growing  trading  partner.    Since 
Mexico  is  not  a  party  to  any  previous  trade  agreement  with  the  U.S.,  the  NAFTA  offers  tremendous  gains. 
Although  the  average  U.S.  tariff  on  Mexican  goods  is  currently  only  3.9  percent,  the  average  Mexican  tariff  on 
U.S.  goods  is  10  percent.    In  addition,  Mexico  maintains  significant  non-tariff  barriers  to  U.S.  products  as  well 
as  significant  restrictions  on  trade  in  services  and  mvestment. 

The  NAFTA  eliminates  most  of  these  barriers.    Some  of  the  NAFTA's  important 
iccomplishments  include: 

Removal  of  all  tariffs  between  the  United  States,  Canada,  and  Mexico.    Fifty  percent  are 
removed  the  first  day,  with  most  of  the  remaining  tariffs  eliminated  within  five  to  ten  years. 

Elimination  of  non-tariff  barriers  such  as  import  and  export  restrictions,  customs  user  fees, 
duty  drawback  programs,  and  waivers  of  customs  duties. 

Total  market  access  for  U.S.  agricultural  products  within  15  years,  which  is  a  critical  issue  as 
Mexico  is  our  fastest  growing  agricultural  export  market. 

Unprecedented  protection  for  patents,  copyrights,  trademarks,  and  trade  secrets. 

Elimination  of  most  restrictions  regarding  investment. 
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Access  for  U.S.  financial  services  providers  to  what  has  been  a  traditionally  closed  Mexican 

Elimination  of  virtually  all  bamers  to  trade  in  sei-vices. 

Access  to  Mexico's  $6  billion  per  year  telecommunications  market. 

Strict  rules  of  origin  to  preserve  the  benefits  of  the  agreement  to  the  three  signatories  and 
prevent  other  countries  from  using  Mexico  as  a  platform  to  flood  the  U.S.  market. 

Phase  out  periods  of  up  to  IS  years  for  import-sensitive  goods. 

Emergency  safeguards  to  help  import-sensitive  industries  adjust  to  mcreased  competition. 

Preservation  of  U.S.  anti-dumping  and  countervailing  duty  laws. 

To  be  sure,  we  did  not  get  everything  we  wanted.    Some  shortfalls,  such  as  Canada's  insistence  on  a  cultural 
xemption  for  intellectual  property,  are  very  disappointmg.   But  on  balance,  the  agreement  meets  or  exceeds  our 
expectations  and  negotiating  objectives.    This  is  a  world  class  agreement  that  will  generate  economic  growth. 

As  a  result,  the  NAFTA  will  lead  to  more  and  higher  paymg  jobs  for  Amencans  m  two  ways, 
the  NAFTA  mamtains  jobs  that  already  have  been  created  by  our  liberalized  trade  relationship  with 
Mexico.    Smce  Mexico  began  to  liberalize  its  economy  m  1986,  U.S.  exports  have  mcreased  over  thiee-fold 

om  $12.4  billion  m  1986  to  an  estimated  $40.6  billion  m  1992.    Our  bilateral  trade  balance  has  improved  from 
a  deficit  of  $4.9  billion  to  an  estimated  surplus  of  $6  billion.   This  improved  trade  balance  has  already  created 
213,640  jobs  m  the  U.S.  (based  on  the  Department  of  Commerce  figures  of  19,600  jobs  created  for  each  billion 
dollars  of  exports  to  Mexico).    The  NAFTA  locks  m  these  jobs  by  lockmg  m  the  trade  liberalization  that  is 
e  for  them. 


Second,  the  further  trade  liberalization  achieved  pursuant  to  the  NAFTA  will  create  even  more 
export-related  jobs.   The  estimates  of  how  many  more  jobs  vary  of  course  -  150,000  according  to  Professor 
Dombusch  of  MIT;  170,000  according  to  the  Institute  for  International  Economics.    What  is  important  to 
recognize  is  that  NAFTA  means  more  jobs,  not  less. 

Just  as  important  is  that  these  export-related  jobs  will  be  higher-paymg  jobs.   Seventy-five 
percent  of  all  U.S.  exports  to  Mexico  are  manufactured  goods,  which  support  high  paying  U.S.  jobs.    On 
average,  export-related  U.S.  jobs  pay  17  percent  more  than  other  types  of  U.S.  jobs. 

And  these  benefits  from  the  NAFTA  will  be  widespread.    Forty-five  states  mcreased  their 
exports  to  Mexico  between  1987  and  1990.   Today,  Mexico  is  a  top-10  export  market  for  38  states.    The 
NAFTA  will  accelerate  this  broad  growth  m  exports.    The  NAFTA  is  an  opportunity  to  be  seized. 


Some  have  expressed  the  concern  that  NAFTA  will  cause  U.S.  companies  to  move  to  Mexico 
to  take  advantage  of  cheap  labor  and  lax  environmental  enforcement,  thereby  eliminatmg  U.S.  jobs.   This 
concern  is  imsplaced: 

First,  the  NAFTA  does  not  create  a  cognizable  incentive  for  compames  that  want  to  move  to 
Mexico.    The  average  U.S.  tariff  on  Mexican  goods  is  only  3.9  percent.    Thus,  companies  that  want  to  move  to 
Mexico  can  already  do  so  without  facmg  stiff  trade  bamers  when  they  wish  to  export  products  back  mto  the 
United  States. 

Second,  smce  NAFTA  eliminates  or  reduces  Mexico's  significantly  higher  tariffs  and  other 
trade  barriers,  it  eliminates  a  major  incentive  for  U.S.  companies  to  want  to  move  to  Mexico:    to  gain  access  to 
Mexican  markets. 

Third,  companies  generally  do  not  choose  to  relocate  based  simply  on  the  availability  of  cheap 
labor  or  lax  environmental  enforcement.    These  costs  are  only  small  factors  in  an  mvestment  decision.    For 
example,  the  U.S.  Office  of  Technology  Assessment  has  found  that  "direct  labor  accounts  for  perhaps  10 
percent  of  costs  m  [auto]  assembly  plants,  less  for  engmes."    In  addition,  empincal  studies  on  the  subject  have 
indicated  that  environmental  costs  are  not  a  determining  factor  in  relocation  decisions. 

This  is  not  surprising  since  the  United  States  enjoys  comparative  advantages  in  many  other 
critical  respects:    better  transportation  facilities,  enhanced  communications  infrastructure,  high  quality,  reliable 
suppliers,  proximity  to  market,  and  an  educated,  skilled,  and  productive  workforce.    Indeed,  despite  competition 
from  low-wage  countnes,  manufacturmg  supplies  23  percent  of  U.S.  GDP,  a  higher  percentage  than  at  any  time 
smce  World  War  II.    This  would  hardly  be  the  case  if  U.S.  manufacturers  were  predominantly  concerned  with 
finding  cheap  labor  or  avoidmg  this  country's  tough  environmental  standards. 
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Fourth.  U.S.  investment  in  Mexico  certainly  will  increase  under  a  NAFTA,  but  far  from 
coslmg  U.S.  jobs,  this  investment  will  increase  U.S.  exports.   The  increased  investment  will  not  come  from 
what  otherwise  would  have  been  investments  m  the  Umted  States.    It  will  come  from  what  would  have  been 
investments  m  third  countries  -  pnmarily  southeast  Asia.      Movmg  these  mvestments  to  Mexico  will  only 
increase  U.S.  exports  because  U.S.  subsidiaries  in  Mexico  spend  46  cents  out  of  every  dollar  on  purchases  of 
goods  made  m  the  U.S.  -  the  highest  proportion  of  such  purchases  by  U.S.  subsidiaries  anywhere  m  the  world. 

Fifth,  the  NAFTA  itself  will  increase  purchases  of  U.S.  exports  by  U.S.  subsidiaries  m 
Mexico.   The  NAFTA  will  eliminate  many  Mexican  mvestment  rules  -  such  as  domestic  content  requirements, 
preferences  for  domestic  sourcing,  export  performance  requirements,  trade  balancing  requirements,  and 
technology  transfer  requirements  -  that  reduce  U.S.  exports.    Thus,  as  a  result  of  the  NAFTA,  companies  in 
Mexico  will  buy  more  U.S.  goods  and  services  and  create  more  U.S.  jobs. 

B.  EnYironmental  BeneHts 

Although  the  NAFTA's  focus  properly  was  on  liberalizing  trade  and  investment  among  the 
signatories,  we  should  not  forget  that  the  text  of  the  agreement  itself  also  conuins  landmark  provisions 
regarding  protection  of  the  environment.    These  provisions,  which  the  U.S.  business  community  fiilly  supports, 
include  the  following: 

•  Commitment  to  the  pnnciple  of  sustainable  development; 

•  Preservation  of  the  right  of  NAFTA  countries  to  mamtam  and  enhance  sanitary,  phytosamtary, 
and  other  environmental  standards; 

•  Preservation  of  the  rights  of  states,  provinces,  and  local  governments  to  establish  more 
stringent,  nondiscriminatory  environmental  standards; 

•  Agreement  to  seek  to  "harmonize  upwards"  sanitary,  phytosanitary,  and  environmental 
standards; 

•  Requirement  that  no  NAFTA  country  will  relax  environmental  standards  in  order  to  attract 
investment;  and 

•  Affording  trade  provisions  of  specified  international  environmental  agreements  precedence  over 
inconsistent  provisions  of  the  NAFTA. 

These  provisions  of  the  NAFTA,  never  before  incorporated  into  a  trade  and  investment  agreement,  should  help 
ensure  that  the  economic  growth  generated  by  the  NAFTA  will  go  hand  in  hand  with  enhanced  standards  of 
environmental  protection. 

Even  aside  from  these  specific  environmental  provisions,  the  NAFTA  should  play  a  critical 
role  in  generating  the  additional  financial  resources  for  Mexico  to  continue  and  expand  its  efforts  in 
environmental  protection  and  enforcement.    Already,  the  enhanced  dialogue  and  cooperative  relationships 
between  the  U.S.  and  Mexican  authorities  have  led  to  positive  environmental  actions. 

The  NAFTA  also  should  help  create  the  social  and  political  conditions  necessary  for  enhanced 
environmental  protection.    An  oft-cited  study  by  Gene  M.  Grossman  and  Alan  B.  Krueger  of  Princeton 
University  and  the  National  Bureau  of  Economic  Research  -  entitled  "Environmental  Impacts  of  a  North 
American  Free  Trade  Agreement"  (October  1991)  —  concluded 

that  economic  growth  tends  to  alleviate  pollution  problems  once  a  country's 
per  capita  income  reaches  about  $4000  to  $5000  U.S.  dollars.    Mexico,  with 
a  per  capita  GDP  of  $5000,  now  is  at  a  critical  juncture  in  its  development 
process  where  further  growth  should  generate  increased  political  pressures  for 
environmental  protection  and  perhaps  a  change  in  private  consumption 
behavior. 

This  study  fiirther  concluded  that  "trade  liberalization  may  well  increase  Mexican  specialization  in  sectors  that 
cause  less  than  average  amounts  of  environmental  damage.  .  .  .  [Sjince  it  would  appear  that  labor-intensive  and 
agncultural  activities  require  less  energy  input  and  generate  less  hazardous  waste  per  unit  of  output  than  more 
capital  and  human  capital-intensive  sectors,  a  reduction  in  pollution  may  well  be  a  side-benefit  of  increased 
Mexican  specialization  and  trade. " 
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Finally,  increased  trade,  investment,  and  cooperation  between  the  U.S.  and  Mexico  should 
encourage  more  efficient  use  of  energy,  dissemmation  of  cleaner  technologies,  and  improved  opportunities  foi 
decreasing  the  generation  of  and  mcreasing  the  recyclmg  of  mdustrial  wastes. 


n.    SUPPLEMENTAL  E>fVIRONMENTAL  AGREEMENT 

The  U.S.  business  community  fully  supports  the  development  of  an  appropriate  enviroimiental 
side  agreement  to  the  NAFTA.    In  this  section  of  my  testimony,  I  would  like  to  present  some  of 
USA*NAFTA's  views  on  how  this  supplemental  agreement  should  be  structured  m  order  to  promote  improved 
environmental  protection  in  a  manner  consistent  with  an  open  trading  system. 

A.  The  NACE:    A  Constructive  Approach 

The  U.S.  business  community  supports  the  establishment  of  a  North  American  Comimssion  on 
the  Environment  (NACE)  to  provide  both  a  mechamsm  to  improve  consultations  and  cooperation  on 
environmental  issues  and  to  improve  environmental  enforcement. 

To  foster  consultation  and  improve  cooperation,  we  believe  that  the  NACE  should  engage  m 
the  followmg  kinds  of  activities: 

•  Design  and  review  implementation  of  intergovernmental  agreements  for  cooperation  on 
environmental  issues; 

•  Explore  possibilities  to  promote  compatibility  of  standarxls  without  reducing  the  level  of 
protection;  identify  obstacles  to  such  harmonization  and  make  recommendations  for  action  to 
the  three  NAFTA  countries; 

•  Discuss  the  intersection  between  trade  and  investment  and  environmental  protection;  identify 
problems  and  make  recommendations  for  action  to  the  three  Parties; 

•  Define  projects  or  programs  needed  to  make  improvements  in  environmental  management; 
identify  possible  obstacles  to  implementation  and  make  recommendations  for  action  to  the  three 
NAFTA  countries; 

•  Support  implementation  of  cooperative  programs  between  the  private  sectors  of  each  country, 
mcludmg,  for  example,  joint  semmars,  trammg  programs,  techmcal  assistance,  personnel 
exchanges,  and  promotion  of  voluntary  environmental  management  principles. 


Through  these  activities,  the  NACE  would  ensure  that  environmental  issues  are  addressed  during  implementation 
of  the  NAFTA  and  that  liberalized  trade  and  investment  lead  to  enhanced  environmental  protection. 

To  improve  environmental  enforcement,  the  NACE  should  identify  techniques  and  develop 
programs  designed  to  make  enforcement  efforts  more  effective.    These  programs  may  include  training,  technical 
assistance,  and  coordmation  of  cross-border  enforcement  activity. 

In  addition,  because  of  the  positive  effect  that  'simshine'  can  play,  the  NACE  should  be 
chartered  to  prepare  a  bietmial  report  on  the  enforcement  programs  at  all  levels  of  each  of  the  three  NAFTA 
governments.     Within  this  report,  the  NACE  should  assess  the  progress  that  has  been  made  in  enforcement  of 
national  environmental  requirements  m  light  of  each  country's  level  of  enforcement  of  national  laws  when 
NAFTA  enters  into  force,  and  make  recommendations  for  improvements. 

It  is  essential  that  members  of  the  public  m  each  of  the  NAFTA  countries  should  have  an 
opportunity  to  present  information  and  views  to  their  country's  NACE  representatives  in  connection  with 
preparation  of  the  report.    This  should  include,  but  not  be  limited  to,  the  establishment  of  citizen  advisory 
committees  with  balanced  representation. 


Once  the  NACE  report  is  completed,  it  should  be  made  widely  available  in  all  three  ( 
Each  country  should  respond  publicly  to  the  report  -  by  correcting  factual  maccuracies,  refutmg  findmgs, 
explainmg  apparent  lapses  m  enforcement,  and/or  outlinmg  an  action  plan  for  improvement.    In  preparing  its 
response,  each  country  should  solicit  comments  from  the  public  and  where  appropnate,  hold  public  hearings. 
The  comments  and  hearing  transcripts  should  be  made  available  to  the  NACE  along  with  each  country's 
response  to  the  reports.    Each  subsequent  biennial  report  should  include  a  discussion  of  actions  taken  by  the 
three  NAFTA  coimtries  in  response  to  the  findings  of  the  previous  report. 
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If,  on  the  basis  of  the  foregoing  process,  any  of  the  NAFTA  countries  finds  that  environmental 
enforcement  in  either  of  the  other  countnes  has  not  been  adequate,  that  country  should  have  the  nght  to  request 
formal  govemment-to-govemment  consultations.    If  such  consultations  are  undertaken,  each  government  should 
publish  the  final  results  of  such  consultations,  mcluding  any  action  plans  adopted  to  address  any  documented 
enforcement  madequacies. 

Accordingly,  the  NACE  can  serve  as  the  forum  for  the  collection  and  dissemination  of 
information  on  environmental  standards  and  enforcement  within  the  three  NAFTA  countnes.    The  specter  of 
public  accountability  and  exposure  will  create  the  appropriate  pressures  for  governmental  authorities  to  mamtain 
environmental  enforcement.    Such  measures,  together  with  the  strong  environmental  commitments  m  the 
NAFTA  Itself,  will  best  assure  that  the  NAFTA  is  implemented  m  an  environmentally  sensitive  manner,  that 
effective  environmental  enforcement  is  fostered,  and  that  the  public  is  actively  involved. 

B.  The  NACE:   Taking  a  Good  Idea  Too  Far 

A  variety  of  proposals  have  been  offered  for  the  NACE  that  go  well  beyond  the  types  of 
activities  which  I  have  just  outlined.  Although  they  are  varied,  they  seem  to  have  several  charactenstics  m 
common: 

•  The  NACE  should  hear  complaints  from  individual  citizens  or  NGO's; 

•  The  NACE  should  conduct  investigations  based  on  those  complamts; 

•  The  NACE  should  either  make  its  own  determinations  based  on  its  mvestigation,  or,  if  it  refers 
the  results  of  its  investigation  to  the  appropriate  national  environmental  enforcement  agency  for 
action,  it  should  investigate  and  make  determinations  regarding  the  adequacy  of  the 
environmental  agency's  response  to  the  referral; 

•  Each  country's  environmental  enforcement  agencies  should  be  required  to  respond  publicly 
within  a  limited  time  to  all  referrals  from  the  NACE; 

•  If,  in  the  judgment  of  the  NACE,  the  national  enforcement  agency  fails  to  enforce  adequately 
its  own  environmental  laws,  the  NACE  should  be  authorized  to  impose  penalties  or  trade 
sanctions  on  that  country; 

•  If  a  lack  of  environmental  enforcement  involves  a  particular  company  or  industry,  that 
company  or  mdustry  should  be  forced  either  to  pay  a  penalty  or  suffer  trade  sanctions. 

Certamly,  there  are  other  proposals,  but  1  believe  the  foregoing  captures  the  general  trend. 

Basically,  these  proposals  would  create  a  supra-national  authority  with  investigatory, 
adjudicatory,  and  even  enforcement  powers.    As  Ambassador  Kantor  testified  before  the  Senate  Finance 
Committee  this  Tuesday,  such  proposals  "could  raise  tough  issues  for  us,  mcluding  matters  of  prosecutorial 
discretion,  state/federal  relationships,  the  operations  of  the  courts,  and  Constitutional  guarantees  of  due 
process." 

Sovereignty.    As  an  initial  matter,  empowering  the  NACE  to  investigate  complaints  against 
mdividual  companies  or  to  authorize  sanctions  for  inadequate  environmental  compliance  and/or  enforcement 
impinges  on  matters  traditionally  and  umquely  withm  the  powers  of  a  sovereign  government  -  namely,  law 
enforcement  withm  national  borders.    Should  this  type  of  sovereignty  at  the  federal,  state,  and  local  levels  really 
be  ceded  to  a  supra-national  institution? 

Workability.    Even  if  we  were  prepared  to  cede  this  type  of  sovereignty,  serious  questions 
would  arise  as  to  how  the  NACE  would  actually  carry  out  its  fimctions. 

How  would  the  NACE  arrive  at  determmations  that  environmental  enforcement  has  been 
inadequate?    Should  the  NACE  have  authority  to  second  guess  a  government's  interpretation  of  environmental 
laws  and  standards  or  an  individual  company's  reliance  on  those  interpretations?   How  would  the  NACE 
determme  whether  a  country's  laws  -  even  if  their  meamng  is  agreed  upon  -  are  bemg  violated? 

How  would  the  NACE  determme  when  the  decision  of  governmental  authorities  not  to  take 
enforcement  action  or  not  to  impose  more  stringent  penalties  for  an  alleged  violation  is  unjustified?   For 
example,  the  goverrunental  authorities  may  well  have  decided  that  enforcement  action  was  not  warranted  in  view 
of  extenuating  circumstances  or  because  limited  enforcement  resources  would  be  better  spent  elsewhere. 
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How  would  the  NACE  determine  whether  the  imposition  of  trade  sanctions  or  penalties  is 
warranted:    What  should  be  the  standards?   What  type  and/or  extent  of  violations  should  justify  the  imposition 
of  sanctions?    How  widespread  should  the  violations  have  to  be?    Must  the  violations  impose  trade 
disadvantages  on  other  NAFTA  signatories?   Who  decides?   And  on  what  basis? 

In  addition,  how  would  the  NACE  determine  what  sanctions  to  authorize  or  impose?  Should 
sanctions  be  targeted  at  imports  from  a  particular  company  that  did  not  comply  with  the  national  law?  At  an 
mdustry  sector?  At  industries  withm  a  geographic  region?  Or  at  all  cross-border  trade?  Would  the  resulting 
trade  restrictions  have  to  be  proportional  to  the  environmental  harm  resulting  from  the  noncompliance?  Who 
would  make  that  determmation?    And  how  would  it  be  made? 

Disruption  of  a  Country's  Domestic  Environmental  Enforcement  Regime.    Proposals  to 
empower  the  NACE  to  mvestigate  complamts,  or  even  to  forward  such  complaints  to  the  domestic  authorities, 
and  ultimately  to  have  the  power  to  authorize  sanctions  raise  a  number  of  serious  legal,  policy,  and 
Constitutional  questions. 

First,  would  not  the  investigation  of  complaints  and  imposition  of  sanctions  by  a  NACE 
mfringe  on  the  prosecutorial  discretion  of  federal,  state,  and  local  authonties  to  enforce  environmental  laws? 
Proceedings  before  a  NACE  mevitably  would  "second  guess"  a  governmental  authority's  determination  that 
there  has  been  no  environmental  violation  or  that  enforcement  action  was  otherwise  unwarranted.    In  the  U.S. 
legal  system,  even  our  own  courts  do  not  have  this  power.    As  the  Supreme  Court  stated  m  Heckler  v.  Chanev, 
470  U.S.  821,  831  (1985):    "This  Court  has  recognized  on  several  occasions  over  many  years  that  an  agency's 
decisions  not  to  prosecute  or  enforce,  whether  through  civil  or  cnmmal  process,  is  a  decision  generally 
committed  to  an  agency's  absolute  discretion."    And  the  NACE  certainly  should  not  be  involved  in  situations 
where  the  governmental  agency  has  considered  and  exercised  enforcement  options  for  an  alleged  violation,  but  a 
citizen  is  dissatisfied  with  the  particular  option  chosen. 

Relatedly,  many  NACE  proposals  would  require  the  EPA  to  respond  publicly  to  complaints 
forwarded  by  a  supra-national  body.   We  do  not  believe  that  U.S.  environmental  enforcement  priorities  should 
be  dictated  by  complaints  made  by  citizens  of  Mexico  and  Canada. 

Under  various  U.S.  statutes,  the  EPA  has  authority  to  determine  whether  a  state  is  adequately 
carrymg  out  its  responsibility  to  enforce  federal  environmental  laws.    A  NACE's  review  of  enforcement  and 
imposition  of  sanctions  would  threaten  to  usurp  this  fiinction. 

In  addition,  U.S.  environmental  statutes  frequently  allow  for  citizen  suits.    Might  EPA's 
enforcement  of  environmental  laws  be  charactenzed  as  inadequate  by  the  NACE  if  a  large  number  of  successful 
citizen  suits  are  brought?   Given  the  large  number  of  citizen  suits  brought  in  the  U.S.  each  year,  Mexico  or 
Canada  could  easily  claim  that  U.S.  enforcement  of  environmental  laws  by  governmental  authorities  is 
inadequate. 

What  authority  would  the  NACE  have  to  settle  enforcement  cases?    Could  governmental 
environmental  authorities  mtervene  in  and  possibly  challenge  an  enforcement  case  prosecuted  by  the  NACE? 
Would  a  NACE  determmation  take  the  place  of  an  action  in  domestic  courts,  or  would  there  be  repeat  litigation? 

Even  if  the  NACE  only  were  to  hear  and  investigate  complaints,  serious  questions  would  be 
raised.    For  example,  how  would  this  proposal  mesh  with  the  "citizens  suit"  provisions  that  exist  in  many  of  our 
environmental  laws?   Is  it  an  alternative  to  citizen  suits?   A  duplication  of  citizen  suits?   Would  it  be  a  back- 
door way  of  avoiding  various  prerequisites  to  the  bringing  of  citizen  suits? 

Moreover,  how  would  the  complaints  be  screened?    After  all,  a  complamt  could  trigger  a 
sensitive  and  burdensome  mvestigation  of  the  company  -  or  even  the  governmental  agency  -  concerned. 
Before  we  allow  anyone  with  pen,  paper,  and  postage  to  tngger  such  an  investigation,  we  must  ensure  that  the 
complaint  is  not  frivolous  and  that  it  is  not  being  filed  simply  to  harass  the  target  company  or  for  protectionist 
purposes.    How  can  that  be  done?   What  kind  of  sanctions  would  be  imposed  on  persons  who  file  frivolous 
complaints?   And  by  whom? 

If  the  NACE  is  permitted  to  conduct  investigations  of  these  complaints,  how  will  its  actions  be 
coordmated  with  the  mvestigatory  functions  of  the  EPA  and  the  Justice  Department  -  not  to  mention  the  myriad 
state  and  local  environmental  enforcement  agencies  ~  as  well  as  with  analogous  agencies  in  Mexico  and 
Canada?   Will  the  NACE  have  powers  to  compel  production  of  documents  or  testimony  from  private  citizens 
and  government  agencies?   Would  it  be  Constitutional  to  confer  on  the  NACE  such  subpoena  authority?   If  the 
NACE  does  not  the  authonty  to  compel  production  of  documents  or  testimony,  then  how  can  it  make  an 
informed  j 
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Finally,  the  imposition  of  trade  sanctions  against  individual  companies  or  industries  may 
trample  on  their  "due  process"  and  other  constitutional/legal  rights.    Due  process  requires  at  a  immmum: 
(1)    the  nght  to  a  heanng  before  a  fair  and  impartial  decisionmaker  and  (2)  the  opportumty  to  be  heard  in  a 
mearungful  time  and  m  a  meaningful  manner.    Kow  can  we  know  if  an  alleged  violator  wiU  have  an  adequate 
opportunity  to  defend  itself?   Will  it  have  the  nght  to  confront  witnesses  agamst  it  and  an  opportunity  to  refute 
the  allegations?   Would  there  be  any  opportumty  for  review  by  an  impartial  tribunal  -  matching  review  of  EPA 
enforcement  decisions  by  courts  established  by  Article  III  of  the  Constitution? 

Negative  Incentives  and  Effects.    Empowering  the  NACE  to  investigate  complaints  and  impose 
sanctions  might  very  well  have  a  host  of  negative  consequences.    A  major  concern  is  that  the  NACE's 
investigatory  procedures  and  sanctions  would  be  abused  to  harass  competitors  as  part  of  a  protectionist  agenda. 
Furthermore,  there  is  a  teal  danger  (hat  confidential  infonnation  produced  by  firms  to  the  NACE  would  be 
disclosed  to  competitors. 

If  the  NACE  is  authorized  to  impose  sanctions  or  penalties  when  it  finds  that  a  nation's 
environmental  laws  are  not  bemg  adequately  enforced,  the  NAFTA  signatones  will  have  an  mcentive  to  revoke 
or  modify  domestic  environmental  laws  and  standards  that  they  are  unable  or  umwilling  to  enforce  more  strictly. 
This  would  impede  the  goal  of  encouragmg  heightened  environmental  protection  and  standards. 

Trade  sanctions  may  fall  unfairly  on  companies  that  are  spending  the  money  and  taking  steps 
to  comply  with  environmental  laws  simply  on  the  basis  of  violations  by  other  compames. 

Also,  if  a  NACE  were  to  impose  tariffs  on  Mexican  goods  entenng  the  United  States,  with  the 
proceeds  earmarked  for  environmental  remediation  in  Mexico,  U.S.  consumers  would  end  up  subsidizing 
cleanup  efforts  in  Mexico  through  the  payment  of  higher  prices. 

Endangering  the  NAFTA.    Empowenng  the  NACE  to  investigate  complaints  and  impose  trade 
sanctions  or  penalties  for  inadequate  environmental  enforcement  would  require  reopening  the  basic  NAFTA  text. 
Not  only  would  trade  sanctions  re-establish  the  very  types  of  trade  barriers  that  the  NAFTA  seeks  to  eliminate, 
their  mclusion  m  the  NAFTA  would  mvite  other  mterest  groups  to  press  for  changes  that  would  threaten  the 
agreement  altogether. 

C.  The  Intellectual  Property  Analogy:  Does  It  Really  Apply? 

Many  have  suggested  that  allowing  the  NACE  to  receive  and  investigate  complaints  and  to 
authorize  sanctions  for  inadequate  environmental  enforcement  does  no  more  than  create  an  environmental 
analogue  to  the  NAFTA's  provisions  for  the  enforcement  of  intellectual  property  rights.   This  is  simply  not  so. 

At  the  outset,  a  closer  look  at  the  provisions  for  enforcement  of  intellectual  property  rights  - 
which  are  set  forth  in  articles  1714-1717  of  the  NAFTA  -  is  warranted.    Each  signatory  nation  is  required  to 
ensure  that  its  domestic  law  contains  certain  administrative  and/or  judicial  procedures  permitting  an  action  to  be 
brought  where  there  has  been  an  mfrmgement  of  mtellectual  property  rights.   These  procedures  must  comply 
with  certam  conditions,  e.g.,  they  must  not  be  unnecessarily  complicated  or  costly,  and  they  must  enable  private 
parties  to  bring  civil  actions  to  protect  their  intellectual  property  rights.    Taken  together,  the  NAFTA's 
intellectual  property  provisions  are  designed  to  ensure  that  each  NAFTA  signatory  adopts  procedures  that  will 
allow  private  parties  to  sue  to  protect  their  intellectual  property  rights  under  the  couintry's  domestic  law. 

Recent  proposals  to  give  the  NACE  authority  to  hear  and  investigate  mdividuai  compames  and 
to  authonze  sanctions  art  of  a  very  different  character  for  at  least  five  reasons: 

First,  enforcement  of  intellectual  property  rights  imder  the  NAFTA  does  not.  as  a  general 
matter,  involve  the  exercise  of  prosecutorial  discretion.    Vestmg  the  NACE  with  enforcement  authority, 
however,  would  place  a  supra-national  authority  in  the  position  of  second  guessing  the  environmental 
enforcement  decisions  of  governmental  authorities.   It  is  no  more  appropriate  for  the  NACE  to  second  guess  the 
EPA's  exercise  of  prosecutorial  discretion  than  it  is  for  the  U.S.  courts  to  do  so. 

Second,  the  rights  at  issue  are  fundamentally  different  in  nature.    Intellectual  property  rights 
are  well-defined  and  well-recognized  private  rights  that  are  enforceable  by  only  the  nght  holder.    Rights  to 
adequate  environmental  protection  are  "public  rights"  that  typically  are  held  by  a  sovereign  government  on 
behalf  of  all  of  its  citizens. 

A  better  analogy  to  the  rights  enjoyed  by  the  intellectual  property  right  holder  would  be  to  give 
citizens  of  a  particular  NAFTA  country  the  right  to  seek  enforcement  of  their  own  country's  environmental  laws 
-  laws  of  which  they  are  among  the  intended  beneficiaries  -  when  they  believe  governmental  enforcement 
efforts  have  been  inadequate.    Many,  though  not  all,  U.S.,  environmental  laws  do  in  fact  provide  for  such 
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Third,  under  the  NAFTA's  intellectual  property  provisions,  only  the  pnvate  right  holder  can 
sue  to  enforce  its  rights  under  the  laws  and  in  the  temtory  of  the  country  in  which  it  holds  the  right.    Various 
NACE  proposals  would  authorize  the  NACE  to  launch  investigations  and  to  authonze  sanctions  at  the  behest  of 
foreign  nationals  whom  those  laws  were  not  enacted  to  protect. 

Fourth,  holders  of  intellectual  property  rights  are  not  afforded  opportunities  under  the  NAFTA 
to  bypass  (or  duplicate)  existing  domestic  procedures  for  airing  complaints  of  infringement.    For  example,  the 
holder  of  a  Mexican  patent  must  brmg  an  action  before  Mexican  agencies  and/or  courts  to  enforce  its  rights 
under  Mexican  law.    In  contrast,  some  of  the  NACE  proposals  would  permit  a  citizen  of  any  NAFTA  country 
to  bring  an  action  before  the  NACE  without  first  gomg  through  the  domestic  agencies  and  courts.    Aside  from 
raismg  difficult  legal  questions  concerning  the  relationship  between  detenmnations  made  m  the  domestic  forum 
and  those  made  by  the  NACE,  individual  firms  would  be  subjected  to  duplicative  proceedmgs  on  the  same 
issues,  and  the  duplicative  procedures  would  be  an  inefficient  use  of  everyone's  time  and  energy. 

Fifth,  in  contrast  to  proposals  that  would  enable  citizens  to  file  complamts  directly  with  the 
NACE,  private  parties  seeking  to  enforce  their  mtellectual  property  nghts  do  not  have  the  ability  under  NAFTA 
to  file  complaints  directly  with  the  Free  Trade  Commission  or  some  other  supra-national  authonty  which  then 
will  mvestigate  the  complaint.    Private  parties  seelang  intellectual  property  protection  must  proceed  first  through 
the  country's  own  domestic  civil  judicial  procedures.    In  the  event  that  the  pnvate  party  believes  that  the 
Mexican  mtellectual  property  enforcement  procedures  are  somehow  madequate,  then  the  pnvate  party  may 
petition  its  own  government  to  enter  mto  consultations.    It  is  up  to  the  government  whether  or  not  to  file  a 
complamt  against  the  country  where  the  infringement  is  taking  place.    The  consultations  and  mvocation  of 
enforcement  procedures  is  kept  at  the  govemment-to-govemment  level. 

In  summary,  those  who  would  like  to  use  the  NAFTA's  provisions  on  mtellectual  property  to 
justify  the  creation  of  a  supra-national  authority  with  mvestigatory  and  enforcement  powers  are  mistaken  and 
should  take  a  closer  look  at  the  relevant  NAFTA  provisions.   The  mtellectual  property  provisions  plamly  do  not 
penmt  private  citizens  of  another  country  (1)  to  "second  guess"  the  exercise  of  prosecutonal  discretion  by 
governmental  authonties;  (2)  to  use  a  country's  legal  system  to  enforce  extratemtonal  nghts;  (3)  to  proceed 
directly  before  a  supra-national  investigatory  and  enforcement  authority;  and  (4)  to  convene  a  dispute  resolution 
panel  without  the  approval  of  their  government.    The  intellectual  property  model  does  not  offer  to  citizens  of 
NAFTA  countnes  any  basis  for  the  type  of  sweepmg  powers  and  remedies  advocated  by  some  for  the  NACE. 

D.  Funding  for  EnTironmental  Infrastructure 

Another  important  topic  I  wish  to  cover  today  is  that  of  funding  for  environmental 
infrastructure  and  cleanup  m  the  U.S. -Mexico  border  area.    The  U.S.  busmess  commumty  recogmzes  that 
additional  funds  must  be  generated  and  allocated  to  the  building  of  infrastructure  for  ongomg  environmental 
needs  —  such  as  sewage  treatment  plants,  dnnking  water  facilities,  and  hazardous  waste  facilities  —  and  it  is 
prepared  to  pay  its  fair  share. 

Toward  this  end,  USA*NAFTA  believes  that  a  number  of  hmdmg  options  should  be 
considered,  includmg: 

•  Locally  generated  revenue; 

•  Bonds  issued  by  national  or  subnational  governments; 

•  User  fees  for  services  provided  by  specific  projects  and  other  market-based  mechamsms  (both 
to  repay  loans  and  to  ensure  revenue  for  mamtenance); 

•  Commercial  loans,  perhaps  guaranteed  by  a  government  or  government-funded  institution; 

•  Loans  from  development  banks,  either  existmg  or  as  may  be  created; 

•  Private  sector  investment;  and 

•  General  revenues  from  the  governments  of  all  three  NAFTA  coimtries. 

Of  course,  any  credible  plan  for  environmental  infrastructure  development  must  be  based  on  an 
accurate  identification  of  the  types  of  mfrastructure  problems  that  we  face,  how  they  can  best  be  solved,  and 
what  type  and  size  of  financmg  will  be  best  suited  to  the  task.    The  U.S.  Council  of  the  Mexico-U.S.  Busmess 
Commumty  has  recently  initiated  a  study  to  define  the  financmg  gap.    Results  should  be  available  in  May  of 
1993. 
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Once  the  most  pressing  needs  are  identified,  the  funding  mechanism  is  found,  and  the 
infrastructure  is  built,  it  will  be  necessary  to  ensure  that  mfrastructure  is  mamtained.    We  believe  that  a 
workable  system  of  locally  generated  revenue  and  user  fees  is  the  most  efficient  and  equitable  way  to  meet  this 
need.    Accordmgly,  our  compames  are  fully  prepared  to  pay  their  share  of  locally  generated  revenues  and  user 
fees  to  support  the  construction  of  mfrastructure,  so  long  as  they  are  assessed  and  applied  m  a  transparent  and 
nondiscriminatory  manner. 


The  least  equitable  or  productive  way  to  fiind  environmental  initiatives  would  be  to  levy  a 
surcharge  or  tax  on  goods  or  mvestment  movmg  across  the  U.S. -Mexico  border.    This  is  so  for  a  number  of 
reasons,  including  the  followmg: 

•  A  cross-border  "green  tax"  would  introduce  trade  and  competitive  distortions  and  therefore 
strike  at  the  very  foundation  of  the  NAFTA,  which  is  to  create  a  North  Amencan  Free  Trade 
Zone  without  any  trade  bamers.    Accordmgly,  such  a  proposal  may  even  require  the  NAFTA 
text  to  be  re-opened. 

•  A  cross-border  tax  would  distort  competition  by  creating  a  disadvantage  to  foreign  imports  and 
to  foreign  investors;  domestic  competitors  would  always  have  an  advantage  in  their  own 


Relatedly.  such  a  cross-border  tax  or  fee  ignores  the  domestic  producers  and  mvestors  (within 
the  U.S.)  which  may  cause  environmental  problems. 

Such  a  tax  would  discnmmate  agamst  U.S.  exports  to  or  mvestment  m  Canada  and  Mexico, 
smce  exports  from  or  mvestment  by  other  countnes  (such  as  Japan  or  Germany)  would  not  be 
saddled  with  such  a  tax  or  fee. 

A  cross-border  tax  would  hamper  U.S.  export  opportumties  and  penalize  our  most-efficient 
and  high-wage  industnes. 

This  tax  would  be  mequitable  smce  it  would  fall  as  well  on  exporters  or  investors  who  do  not 
and/or  have  not  engaged  m  activities  that  are  environmentally  harmful. 

Such  a  tax  constitutes  a  highly  unpredictable  and  inconsistent  source  of  funds  necessary  for 
long-term  financing  of  infrastructure  needs. 

A  tax  on  new  investment  would  be  counterproductive  since  it  is  precisely  new  investment  that 
is  needed  to  replace  the  old  polluting  equipment  and  install  new  waste  treatment  facilities, 
and  the  like. 


Fmally,  as  for  environmental  cleanup  necessitated  by  past  activities,  this  poses  difficult 
problems  that  must  be  studied  further  by  the  NACE  before  a  remediation  plan  is  developed.   The  scope  and 
nature  of  the  problem  is  complicated,  and  plans  for  its  cleanup  are  likely  to  be  controversial  and  costly. 

E.  Coimterrailinz  Duties  for  Lax  EiiTironmental  Enforcement 

I  would  like  to  make  two  comments  on  recent  proposals  to  allow  the  imposition  of 
countervailing  duties  for  lax  environmental  enforcement. 

First,  this  issue  should  be  saved  for  consideration  by  the  GATT  as  it  negotiates  the 
countervailing  duty  code.    Imposition  of  countervailing  duties  in  regard  to  Mexico  and  Canada  would  be 
discriminatory  and,  in  light  of  the  GATT  negotiations,  premature. 

Second,  on  the  merits,  allowing  countervailmg  duties  for  lax  environmental  enforcement  is  not 
workable  and  will  adversely  affect  U.S.  exporters.    It  is  simply  too  difficult  to  prove  matenal  mjury  resultmg 
from  implicit  "environmental  subsidies"  accrumg  from  lax  enforcement  practices.    A  government's  decision  not 
to  take  enforcement  action  may  reflect  a  determmation  that  no  violation  actually  had  occurred  or  an  exercise  of 
prosecutonal  discretion  that  took  mto  account  mitigatmg  circumstances  or  was  based  on  a  calculation  that 
enforcement  resources  were  best  directed  elsewhere.    And  even  if  one  were  certain  that  an  implicit 
environmental  subsidy  had  been  provided,  how  would  one  quantify  the  amount  of  the  alleged  subsidy? 


In  conclusion,  it  bears  repeating  that  the  NAFTA  presents  a  tremendous  opportunity  for  the 
U.S.,  Mexico,  and  C^ada  to  improve  the  economic  and  environmental  well-bemg  of  their  citizens.    The 
environmental  issues  related  to  the  mcreasmg  economic  integration  of  North  America  are  complex  and 
important,  and  they  need  to  be  addressed.    The  U.S.  busmess  commumty  looks  forward  to  workmg  with 
Congress  and  nongovernmental  orgamzations  to  ensure  that  liberalized  trade  and  mvestment  under  the  NAFTA 
does  not  damage  the  environment  and,  m  fact,  leads  to  enhanced  environmental  protection  in  all  three  coimtnes. 
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Chairman  Gibbons.  Thank  you.  You  certainly  have  the  enthu- 
siasm. 

Ms.  Masur.  What? 

Chairman  Gibbons.  I  say,  you  certainly  have  the  enthusiasm  at 
this  late  hour.  We  need  that  kind  of  enthusiasm. 

And  now,  Mr.  Katz. 

STATEMENT  OF  HON.  ABRAHAM  KATZ,  PRESmENT,  U.S. 
COUNCIL  FOR  INTERNATIONAL  BUSINESS 

Mr.  Katz.  Thank  you,  Mr.  Chairman. 

I  am  Abraham  Katz,  president  of  the  U.S.  Council  for  Inter- 
national Business,  which  as  you  know  is  the  American  affiliate  of 
the  International  Chamber  of  Commerce  and  other  international 
business  organizations. 

Most  relevant  to  the  issue  of  labor,  we  are  members  of  the  Inter- 
national Organization  of  Employers,  and  I  am  an  employer  member 
of  the  governing  body  of  the  ILO.  The  name  of  this  organization 
has  been  taken  in  vain  in  previous  testimony,  and  I  will  come  to 
that. 

I  appreciate  the  opportunity  to  summarize  the  major  points  of 
my  testimony,  which  has  been  submitted  for  the  record.  I  am  going 
to  skip  over  the  numbers  game,  which  has  come  up  before  here.  It 
is  quite  clear  and  there  is  no  doubt  about  it  that  there  will  be  a 
net  increase  in  American  jobs  as  a  result  of  this  agreement,  and 
there  will  also  be  some  loss  of  jobs. 

In  my  testimony,  we  make  the  point  that  the  best  response  to  the 
possibility  of  job  loss  was  given  by  the  President  in  his  State  of  the 
Union  Message,  and  while  we  do  not  have  the  details  of  those  pro- 
posals, business  welcomes  the  prospect  of  consolidation  of  the  var- 
ious employment  adjustment  programs  with  an  emphasis  on  train- 
ing and  active  job  search. 

We  are  opposed  to  yet  another  special  trade  adjustment  assist- 
ance entitlement  program  for  NAFTA  that  will  not  be  any  more 
cost-effective  than  the  existing  trade  adjustment  assistance  pro- 
gram. 

Now  let  me  turn  to  the  supplemental  agreements:  what  should 
be  in  and  what  shouldn't  be  in.  First,  what  should  not  be  in.  A  so- 
cial charter  that  would  try  to  spell  out  common  labor  standards  for 
the  United  States  and  Mexico  is  simply  not  feasible.  It  is  inconceiv- 
able that  Mexico's  laws  could  be  harmonized  with  the  United 
States.  There  are  fundamental  differences  between  the  United 
States  and  Mexican  systems,  mainly  in  that  Mexico  has  a  Euro- 
pean approach  to  labor  and  employment  law. 

ILO  conventions  are  rooted  in  European  conceptions.  Mexico  has 
been  able  to  ratify  73  of  these  conventions.  I  might  add  that,  in  the 
last  10  years,  Mexico  has  not  had  a  single  case  brought  against  it 
in  the  ILO  for  noncompliance  with  any  of  these  basic  conventions, 
contrary  to  some  of  the  previous  testimony. 

The  United  States,  in  contrast,  has  ratified  just  11,  most  of 
which  are  in  the  maritime  field.  The  United  States  has  ratified 
only  one  of  the  human  rights  conventions  of  the  ILO,  that  dealing 
with  forced  labor,  and  that  was  after  a  2-year  examination. 

Mr.  Chairman,  the  devil  is  in  the  details.  Often,  the  conventions 
themselves  are  at  odds  with  U.S.  law  and  practice.  The  AFL-CIO 


273 

has  entered  into  an  agreement  with  the  U.S.  Council  as  representa- 
tives of  American  business  and  with  the  U.S.  Government,  an 
agreement  which  is  enshrined  in  a  Senate  declaration,  that  ILO 
conventions  will  only  be  ratified  if  they  are  consistent  with  both 
Federal  and  State  law  and  practice. 

For  example,  we  have  not  ratified  the  seemingly  innocuous  con- 
vention on  freedom  of  association,  because  it  would  subordinate 
employee  rights  to  those  of  labor  organizations,  thus,  altering  the 
fundamental  principle  of  U.S.  labor  law  that  makes  union  rights 
derivative  from  those  of  employees.  It  would  also  broaden  the  class 
of  employees  entitled  to  National  Labor  Relations  Act-type  protec- 
tion to  include  Federal,  State,  and  local  government  employees. 

Nor  could  the  NAFTA's  supplemental  agreement  on  labor  emu- 
late certain  provisions  in  our  trade  laws  that  cite  such  headings  as 
freedom  of  association,  right  to  organize  and  bargain  collectively,  or 
child  labor  as  standards  that  would  enable  us  to  withdraw  what 
are,  in  our  current  trade  legislation,  unilaterally  granted  trade  con- 
cessions. 

In  the  case  of  contractual  agreements  such  as  NAFTA,  the 
weight  of  international  law  as  enshrined  in  ILO  conventions  would 
enable  a  party  to  claim,  for  example,  that  the  United  States  was 
out  of  compliance  with  the  principle  of  freedom  of  association  if  a 
particular  State  did  not  allow  its  municipal  employees  to  bargain 
collectively. 

We  have  already  seen  several  instances  of  the  AFL-CIO  bringing 
cases  in  the  ILO  against  the  United  States  ostensibly  for  violating 
ILO  principles,  but,  in  fact,  for  the  purpose  of  attacking  current 
U.S.  labor  law  and  practice.  I  might  add  that,  contrary  to  existing 
testimony,  these  appeals  to  the  ILO  have  not  been  successful. 

The  AFL^CIO  has  also  advocated  that  a  social  clause  be  added 
to  the  social  charter.  That  means  to  enforce  standards  through 
trade  sanctions.  This  is  part  of  the  AFL-CIO's  so  far  unsuccessful 
push  in  the  ILO  and  in  the  GATT  to  introduce  its  modem  version 
of  what  I  call  Bismarkian  protectionism,  because  this  idea  goes  all 
the  way  back  to  Bismark  and  has  been  unsuccessful.  But  for  the 
U.S.  Government  to  argue  for  the  incorporation  in  NAFTA  of  trade 
sanctions  to  enforce  labor  standards  would  not  only  mean  opening 
up  the  agreement,  but  if  it  were  successful  would  generate  endless 
litigation  and  arguments  between  Mexico  and  the  United  States, 
creating  the  very  uncertainty  for  business  that  NAFTA  was  in- 
tended to  eliminate. 

Moreover,  neither  of  our  NAFTA  partners  is  likely  to  accept  the 
imposition  of  a  supranational  body  which  would  invade  their  sov- 
ereignty in  an  attempt  to  enforce  a  social  charter  through  trade 
sanctions,  and  I  doubt,  Mr.  Chairman,  whether  Congress  would  ac- 
cept that  U.S.  Federal  law  and  the  laws  of  a  number  of  States 
should  be  subject  to  the  same  supranational  discipline. 

Finally,  the  argument  has  been  made  by  analogy  to  other  uses 
of  trade  measures  in  the  NAFTA  for  investment  and  for  intellectual 
property.  This  argument  fails  to  recognize  that  these  measures  are 
aimed  at  reestablishing  a  balance  of  advantages  between  the  par- 
ties in  those  cases  where  benefits  under  the  agreement  have  been 
nullified  or  withdrawn. 


274 

What  should  be  in  the  agreement,  Mr.  Chairman?  The  United 
States  and  Mexican  Departments  of  Labor  have  pursued  a  bilateral 
cooperation  program  on  such  issues  as  worker  safety  and  health, 
child  labor,  labor  law  and  worker  rights,  labor  statistics  in  the  in- 
formal sector.  This  activity  resulted  in  formation  of  a  consultative 
commission  to  consult  and  exchange  information  on  enforcement  of 
labor  laws  and  regulations,  to  promote  reciprocal  understanding, 
and  strengthen  bilateral  cooperation  in  the  field  of  labor.  We  be- 
lieve these  activities  should  be  continued  and  might  be 
trilateralized. 

Secondly,  I  draw  your  attention  to  the  program  of  cooperation  to 
promote  exchange  of  best  practices  in  both  the  labor  and  environ- 
mental fields  initiated  in  1992  by  my  organization  with  the  co- 
operation of  other  American  business  organizations  and  our  Mexi- 
can counterpart,  the  Confederation  of  Chambers  of  Industry.  This 
ongoing  program  has  focussed  on  environmental  management, 
health  and  safety  programs,  human  resource  aspects  of  total  qual- 
ity management,  employee  involvement  and  training,  and  basic 
and  vocational  education.  Its  success  demonstrates  that  United 
States  and  Mexican  business  are  committed  to  improving  safety 
and  health,  productivity,  quality,  and  competitiveness,  which  are 
the  essential  means  of  increasing  working  and  living  standards. 

In  conclusion,  Mr.  Chairman,  it  is  important  to  remind  ourselves 
that  the  goal  of  NAFTA  is  to  improve  the  trade  and  investment 
flows  between  the  three  countries  to  the  greater  economic  benefit 
of  all  concerned.  It  is  not  to  transform  Mexico  into  the  51st  State. 
NAFTA  will  over  time  help  create  a  relationship  with  Mexico  of 
closer  and  more  extensive  cooperation  than  has  existed  before  or 
would  exist  in  its  absence. 

A  properly  structured  commission  on  labor  affairs  can  become  a 
vehicle  for  advancing  cooperation  and  improving  conditions  of  em- 
ployment. Such  cooperation  is  more  likely  and  would  be  more  pro- 
ductive in  the  absence  of  heavy-handed  coercion. 

In  the  final  analysis,  as  has  been  said  earlier  today,  NAFTA  is 
a  win-win  agreement  for  all  concerned. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  AMBASSADOR  ABRAHAM  KATZ 

President,  U.S.  Council  for  International  Business 

Before  the 

International  Trade  Subcommittee 

Ways  and  Means  Committee 

U.S.  House  of  Representatives 

March  11,  1993 

Mr.  Chairman  and  Members  of  the  Committee. 

I  am  Abraham  Katz,  president  of  the  U.S.  Council  for  International  Business.  The 
U.S.  Council  is  the  organization  that  represents  American  business  on  international 
economic  policy  issues  at  the  major  international  economic  institutions,  including  the 
General  Agreement  on  Tariffs  and  Trade,  and  the  executive  and  legislative  branches  of  the 
U.S.  government.  As  the  U.S.  member  of  the  International  Chamber  of  Commerce,  it 
consults  with  various  bodies  of  the  United  Nations.  It  represents  business  in  the 
Organization  for  Economic  Cooperation  and  Development  as  the  U.S.  member  of  the 
Business  and  Industry  Advisory  Committee  to  that  organization.  It  also  performs  the  same 
functions  in  the  International  Labor  Organization  as  the  American  affiliate  of  the 
International  Organization  of  Employers.  In  addition,  the  Council  serves  as  the  secretariat 
and  is  the  leading  member  of  the  U.S.  Industry  Coordinating  Group  on  European 
Community  affairs.  Consequently,  the  U.S.  Council  has  extensive  experience  on  the 
consequences  of  trade  and  investment  issues  that  are  particularly  relevant  to  these  hearings 
on  the  North  American  Free  Trade  Agreement  (NAFTA). 

NAFTA  Will  Complete  a  Process  of  Lowering  Trade  Barriers  Between  Mexico  and  the 
United  States  That  Began  in  the  1980s 

It  is  a  basic  truism  that  economic  integration  leads  to  higher  levels  of  trade  and 
investment  which,  in  turn,  produce  economic  growth.  Trade  is  the  engine  of  worldwide 
growth.  Greater  integration  of  the  U.S.  and  Mexican  economies,  from  trade  in  finished 
goods  and  from  co-production  on  intermediate  goods  will  benefit  workers  in  both  countries. 
Although  the  U.S.  economy  is  25  times  larger  than  that  of  Mexico,  the  results  to  date  have 
been  impressive. 

Since  1985,  Mexico's  maximum  tariff  level  has  dropped  from  100  percent  to  20 
percent,  regulations  regarding  foreign  investment  and  technology  transfer  have  been 
liberalized,  and  a  restructuring  of  intellectual  property  laws  has  taken  place.  As  a 
consequence,  U.S.  exports  to  Mexico  have  increased  from  $2.4  billion  to  $39  billion.  And 
the  1986  U.S.  trade  deficit  with  Mexico  of  $4.9  billion  became  a  $5  billion  surplus  in  1992. 

This  export  boom  has  resulted  in  substantial  growth  in  U.S.  jobs  as  well.  Between 
1986  and  1991,  U.S.  employment  generated  by  U.S.  merchandise  exports  to  Mexico  grew  by 
377,000,  reachmg  611,000  in  1991.  More  importantly,  48  percent  of  these  jobs  were  in  the 
manufacturing  sector;  exactly  where  the  critics  of  free  trade  expect  jobs  to  be  lost.  This  all 
occurred  while  U.S.  investment  in  Mexico  increased  from  $5.5  billion  in  1988  to  $9.4  billion 
in  1991. 

Wage  Rate  and  Labor  Standard  Disparities  Are  Not  Driving  Forces  To  Investment  in 
Mexico 

Much  has  been  said  by  the  critics  of  NAFTA  of  the  role  of  wage  rate  disparities  and 
lower  labor  standards  as  the  driving  force  for  U.S.  investment  in  Mexico.  This  view  is  a 
serious  distortion  of  what  actually  happens.  If  this  were  in  fact  the  case,  Haiti  ought  to  be 
the  industrial  capital  of  the  Western  Hemisphere. 


276 


In  fact,  investment  decisions  are  based  on  many  factors  including: 

Availability  of  adequate  transportation,  communications,  infrastructure,  and 
financial  and  business  services; 

Vendor  and  client  considerations; 

Market  access; 

Tax  structures; 

Work  force  characteristics;  and 

Natural  resources. 

The  key  concern  about  labor  is  not  wage  rates  but  total  labor  costs,  which  involve  costs  other 
than  wages  that  are  mandated  by  the  government  (e.g.,  health  insurance)  and  the  relative 
productivity  of  labor. 

The  AFL-CIO  has  previously  opposed  economic  integration  between  countries  at 
different  levels  of  development.  In  1982,  the  AFL-CIO  testified  that  the  Caribbean  Basin 
Initiative  would  "serve  only  to  further  weaken  the  U.S.  industrial  base  by  encouraging  new 
runaways  by  U.S.  industries  to  the  Caribbean  region."  The  result? 

The  U.S.  trade  balance  with  the  region  improved  from  a  1986  deficit  of  $200  million 
to  a  1990  trade  surplus  of  $1.8  billion.  U.S.  exports  to  CBI  countries  increased  from  $5.6 
billion  to  $9.3  billion — an  average  increase  of  12.1  percent  per  year.  Meanwhile  imports 
from  the  region  increased  at  5.3  percent  per  year — less  than  half  the  growth  of  U.S. 
exports — from  $6.1  billion  to  $7.5  billion.  The  bottom  line  is  that  an  increase  in  net  exports 
is  an  increase  in  employment,  not  a  weakening  in  the  industrial  base. 

In  the  same  way  that  economic  integration  spurred  trade  and  investment  in  the  EC 
and  between  the  U.S.  and  the  Caribbean,  trade  and  investment  between  Mexico  and  the 
United  States  will  increase  in  the  wake  of  NAFTA.  Co-production  between  countries  is  part 
and  parcel  of  economic  integration.  Global  competitive  pressures  often  force  the  decision 
between  sending  components  made  in  the  U.S.  to  Mexico  for  assembly,  or  outsourcing  the 
whole  product  elsewhere.  The  removal  of  the  remaining  trade  barriers  between  the  U.S. 
and  Mexico  will  save  and  create  U.S.  jobs  by  providing  added  incentive  to  maintain 
production  in  North  America  by  reinforcing  co-production  with  Mexico. 

NAFTA  Will  Result  in  Job  Growth  in  the  United  States 

Just  as  pre-NAFTA  reduction  of  trade  barriers  between  the  United  States  and 
Mexico  has  resulted  in  substantial  job  growth,  so  too  will  this  job  growth  continue  under 
NAFTA.  There  have  been  at  least  12  studies  on  the  employment  consequences  of  the 
NAFTA.  Although  these  studies  are  too  complex  to  describe  here,  it  is  possible  to  predict 
the  probable  employment  outcome  of  NAFTA  with  a  high  degree  of  confidence  by 
examining  their  results. 

The  overwhelming  majority  of  these  studies  show  that  there  will  be  a  net  job  gain  as 
a  result  of  NAFTA.  The  median  result  of  the  studies  shows  that  there  will  be  some  job  loss, 
but,  more  importantly,  that  there  will  be  a  net  U.S.  job  gain  of  50,000  to  100,000  jobs  over 
a  period  of  5  to  10  years.  Thus,  the  prospect  that  NAFTA  will  result  in  a  net  job  loss  is 
quite  low. 

As  this  Committee  knows,  industrialized  countries  especially  are  currently  undergoing 
a  massive  structural  adjustment  caused  by  the  ready  availability  of  technology  and  relatively 
inexpensive  transportation  and  communication  networks.  As  a  consequence,  industrialized 
countries  no  longer  have  a  monopoly  on  mass  production  techniques  as  was  the  case  prior 
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to  1970.  Developing  countries  worldwide  are  exercising  their  advantage  in  a  new  world  of 
international  competition.  That  is,  because  of  the  readily  available  unskilled  population  that 
most  developing  countries  have  now  and  will  continue  to  have  into  the  next  century  due  to 
a  high  rate  of  population  growth,  developing  countries  generally  have  an  advantage  in  low 
skill  manufacturing  jobs. 

The  point  here  is  that  the  issue  of  job  loss  for  some  sectors  of  the  American  economy 
is  not  a  creature  of  the  NAFTA  NAFTA  or  no  NAFTA,  the  U.S.  will  lose  jobs  to  other 
countries  that  have  an  advantage  over  U.S.  workers.  But,  at  the  same  time,  the  U.S.  will 
gain  jobs  where  its  has  an  advantage. 

To  the  extent  that  Mexico  would  be  a  factor  in  this  employment  restructuring,  the 
negotiators  of  NAFTA  have  done  an  excellent  job  in  minimizing  the  prospect  of  dramatic 
job  loss  because  the  Agreement  provides  for: 

•  Implementation  over  a  10-year  period. 

•  Snap-back  of  tariffs  to  pre-NAFTA  or  MFN  levels  for  up  to  4  years  in  the 
case  of  extremely  sensitive  products  if  increased  imports  of  Mexican  goods 
constitute  a  substantial  cause  or  threat  of  serious  injury  to  a  domestic  industry. 

•  Imposition  of  tariffs  or  quotas  on  imports  from  Canada  or  Mexico  if  imports 
from  either  country  are  a  substantial  cause  of  serious  injury  or  threat  to  a 
domestic  industry. 

•  All  safeguard  actions  by  the  U.S.  or  Mexico  must  be  carried  out  in  an  open 
and  transparent  manner. 

•  Compensation  provisions  to  discourage  unjustified  action  by  Canada  or 
Mexico  against  U.S.  exports. 

•  Tough  rules-of-origin  provisions  that  ensure  that  the  free  trade  benefits  accrue 
to  North  American  products  and  workers. 

None  of  these  safeguards  apply  in  our  trade  relations  with  other  developing  countries. 

NAFTA  and  Labor  Market  Adjustment  Policies 

As  the  preceding  discussion  shows,  the  employment  adjustment  consequences  of 
NAFTA  will  not  be  large.  Indeed,  the  adjustments  that  will  follow  the  liberalization  of  trade 
and  investment  between  the  U.S.,  Canada,  and  Mexico  are  dwarfed  by  those  adjustments 
currently  taking  place  within  domestic  markets  for  domestic  reasons,  such  as  downsizing 
because  of  defense  budget  cutbacks,  and  other  trade-related  reasons. 

The  nature  of  the  U.S.  work  force  is  being  continually  redefined  by  competitive 
pressures,  demographic  changes,  changing  consumer  tastes,  mergers  and  acquisitions,  and 
technological  advances  which  are  calling  for  a  better  educated  work  force  and  the  continual 
movement  from  low-skill  to  high-skill  jobs.  Although  NAFTA  will  contribute  to  this  trend, 
its  impact  will  be  minimal. 

The  problem  of  easing  the  transition  of  workers  from  jobs  characterized  by 
low-skilled,  low-value-added  production  into  higher  skilled,  higher  value-added  production 
jobs  is  inherent  in  the  U.S.  economy  at  the  present  time,  independent  of  the  NAFTA 
Consequently,  while  the  details  remain  to  be  seen,  business  welcomes  the  prospect  of 
consolidation  of  the  various  employment  adjustment  programs  by  the  Clinton  Administration. 
It  does  not  support,  however,  another  special  trade  adjustment  assistance  entitlement 
program  for  NAFTA  that  will  not  be  any  more  cost  effective  than  the  existing  trade 
adjustment  assistance  program. 
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We  believe  the  emphasis  should  be  on  retraining  and  getting  dislocated  workers  back 
to  work.  Business  is  against  entitlement  programs  that  are  costly  to  administer  and  which 
are  not  effective.  Federal  programs  to  assist  mobility  are  necessary  and  are  supported  by 
business.   However,  we  need  a  broad  adjustment  policy,  not  a  rifle  shot  approach. 

Government-to-Government  and  Business-to-Business  Programs  Are  Improving  Workplace 
Conditions  of  Employment  in  Mexico 

The  cloud  of  protest  raised  by  the  AFL-CIO  in  opposing  the  NAFTA  has  obscured 
the  positive  steps  that  have  been  taken  by  the  U.S.  Department  of  Labor  with  the  Mexican 
Labor  Department  and  the  U.S.  business  community  with  its  Mexican  employer 
counterparts. 

In  particular,  the  U.S.  Department  of  Labor  has  pursued  a  bilateral  cooperation 
program  with  its  sister  agency  in  Mexico  on  labor  issues  concerning  worker  safety  and  health, 
child  labor,  labor  law  and  worker  rights,  labor  statistics,  and  the  informal  sector.  Prior  to 
the  NAFTA  negotiations,  there  was  no  contact  whatsoever  between  the  two  Departments 
on  labor  issues.  This  activity  resulted  in  formation  of  a  Consultative  Commission  to  (1) 
consult  and  exchange  information  on  enforcement  of  labor  laws  and  regulations;  and  (2) 
promote  reciprocal  understanding  and  strengthen  bilateral  cooperation  in  the  field  of  labor. 

In  1992,  the  U.S.  Council  and  its  Mexican  counterpart— the  Confederation  of 
Chambers  of  Industry  (CONCAMIN)  initiated  a  program  of  cooperation  to  promote 
exchanges  of  best  practices  in  both  the  labor  and  environment  fields.  In  particular,  the  U.S. 
Council-CONCAMIN  program  has  focused  on  environmental  management,  health  and  safety 
programs,  human  resources  aspects  of  total  quality  management,  employee  involvement  and 
training,  and  basic  and  vocational  education.   This  program,  which  is  ongoing,  involves: 

•  Hosting  companies,  business  and  industry  groups,  and  Mexican  Government 
environmental  and  labor  officials  at  individual  American  corporate  training 
programs,  both  in  the  U.S.  and  Mexico,  and  providing  translations  of  relevant 
training  materials. 

•  Providing  American  business  environment,  health  and  safety,  and  human 
resources  speciahsts  (including  bi-lingual  speakers)  to  address  individual 
Mexican  companies,  as  well  as  to  participate  in  seminars  and  training 
programs  organized  by  Mexican  business  group  and  attended  by  Mexican 
businessmen  and  industrialists. 

•  Publicizing  and  providing  funds  for  seminars  and  training  programs  for 
business  in  Mexico. 

•  Pooling  financial  and  technical  resources  to  improve  Mexico's  environmental 
infrastructure,  e.g.,  waste  water  treatment  facilities. 

•  Technical  assistance  on  joint  investments  to  produce  goods  and  services  that 
will  benefit  the  environment  in  Mexico. 

•  Promulgating  voluntary  industry  principles  to  encourage  better  environmental, 
health  and  safety  practices  and  programs  among  U.S.  and  Mexican  companies, 
especially  small  and  medium  sized  firms. 

This  joint  business-to-business  program  demonstrates  that  U.S.  and  Mexican  business  are 
committed  to  improving  safety  and  health,  productivity,  quality  and  competitiveness,  which 
are  the  essential  means  of  increasing  working  and  living  standards. 
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Imposition  of  a  Social  Charter  and  Its  Enforcement  by  Trade  Sanctions  Through  a  Labor 
Side  Agreement  is  Not  Appropriate  and  Is  Opposed  by  Business 

The  AFL-CIO  and  its  constituent  unions  are  demanding  that  the  labor  side 
agreement  to  the  NAFTA  contain  a  social  charter  of  labor  standards  to  be  enforced  by  trade 
sanctions.   Business  opposes  such  an  approach  for  several  reasons. 

The  argument  for  a  NAFTA  social  charter  is  based  on  the  existence  of  an  EC  social 
charter.  But  this  analogy  is  faulty.  First,  the  NAFTA  does  not  go  so  far  as  a  customs  union, 
or  for  that  matter,  a  full  economic  or  monetary  union. 

Perhaps  more  importantly,  the  EC  social  charter,  at  most,  lays  out  a  blueprint  for 
EC-wide  employment  regulation  to  be  developed  by  the  European  Commission.  Although 
the  Commission  has  worked  for  years  to  establish  an  EC-wide  social  dimension,  that  goal 
is  not  even  close  to  being  achieved.  Although  the  basic  labor  and  employment  laws  in  each 
of  the  EC  countries  are  presumably  similar  in  content  and  approach,  there  are,  in  fact,  wide 
differences  that  have  prevented  completion  of  an  EC  social  charter. 

In  contrast  to  Europe,  there  are  more  fundamental  differences  between  U.S.  and 
Mexican  labor  and  employment  law.  The  main  difference  is  that  Mexico  has  adopted  a 
European  approach  to  labor  and  employment  law.  The  differences  are  so  significant  that 
Mexico  has  been  able  to  ratify  73  ILO  conventions  while  the  United  States  has  ratified  just 
11,  most  of  which  are  in  the  maritime  field,  and  only  one  so-called  human  rights  convention, 
that  dealing  with  forced  labor.  It  is  inconceivable  that  Mexico's  laws  could  be  harmonized 
with  U.S.  law. 

Because  of  the  different  labor  and  employment  law  systems  in  Mexico  and  the  U.S., 
there  is  no  basis  for  agreement  on  what  a  social  charter  would  contain.  Some  say  one  could 
use  the  worker  rights  provisions  found  in  various  U.S.  trade  laws  concerning: 

Freedom  of  association; 

Right  to  organize  and  bargain  collectively; 

Forced  or  compulsory  labor; 

Child  labor;  and 

Minimum  wages,  hours  of  work,  and  occupational  safety  and  health  of  workers. 

While  we  could  all  agree  with  these  as  general  propositions,  "the  devil  is  in  the  details." 

For  each  of  these  subjects,  there  are  ILO  conventions  which  purport  to  be  the 
internationally  recognized  standards.  Of  these,  however,  after  a  decade  of  examination,  the 
United  States  has  found  only  one  ILO  convention,  concerning  forced  labor,  that  does  not 
conflict  with  existing  federal  and/or  state  laws.  When  the  patchwork  of  state  laws  in  the 
United  States  is  taken  into  account,  the  differences  between  the  U.S.  system  of  labor  and 
employment  law  and  ILO  standards  is  even  more  glaring.  In  fact,  the  United  States  was  not 
able  to  ratify  another  ILO  forced  labor  convention  because  of  conflicts  with  state  law. 
Recently,  moreover,  the  U.S.  found  it  could  not  ratify  the  ILO's  child  labor  convention 
because  of  conflicts  with  both  federal  and  state  law. 

Because  of  its  European-based  system,  which  inspires  ILO  standard  setting,  Mexico 
is  in  a  better  position  to  abide  by  these  standards  than  is  the  United  States.  For  that  matter, 
in  the  last  decade,  no  case  has  been  brought  to  the  ILO's  supervisory  machinery  involving 
Mexico's  compliance  with  basic  ILO  labor  standards.  Although  the  AFL-CIO  has  agreed 
that  the  United  States  should  not  ratify  ILO  conventions  unless  U.S.  law  and  practice  is  fully 
consonant  with  their  requirements,  it  must  be  asked  whether  a  social  charter  under  the 
NAFTA  would  not,  in  effect,  be  a  back  door  attempt  to  apply  ILO  conventions  to  the 
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United  States  and  change  existing  U.S.  labor  and  employment  law  through  the  trade 
mechanism. 

The  AFL-CIO  would  like  to  buttress  the  social  charter  with  a  social  clause,  which 
means  applying  trade  sanctions  whenever  there  is  a  finding  of  a  violation  of  what  they  call 
internationally  recognized  labor  standards.  In  light  of  these  intentions,  differences  in  the 
details  would  provide  the  basis  for  endless  litigation  and  arguments  between  Mexico  and  the 
United  States  creating  the  very  uncertainty  for  business  that  the  NAFTA  was  intended  to 
eliminate. 

Implementation  and  enforcement  of  employment  laws  is  highly  subjective  in  every 
country.  The  criteria  to  determine  the  adequacy  of  enforcement  by  a  supranational  body 
will  be  difficult  to  formulate  and  could  be  subject  to  arbitrary  application.  Moreover, 
especially  because  of  the  many  substantive  and  procedural  differences  in  Mexican  and  U.S. 
employment  law,  imposition  and  application  of  a  social  charter  would  invade  the  sovereignty 
of  the  country  whose  laws  are  being  scrutinized.  It  is  highly  likely  that  U.S.  federal  law,  and 
especially  the  laws  of  a  number  of  states,  would  be  subjected  to  the  lens  of  a  social  charter 
for  legitimate  and  possibly  illegitimate  reasons.  There  would  also  be  a  more  fundamental 
question  of  whether  such  an  arrangement  could  jeopardize  individual  rights  of  Americans 
under  the  Constitution. 

A  social  charter  and  related  social  clause  would  thus  be  counterproductive.  They 
would  not  be  needed  if  the  objective  is  greater  cooperation  to  improve  the  working 
conditions  of  Mexican  workers.  As  discussed  earlier,  a  great  deal  of  progress  has  been  made 
by  the  U.S.  Government  and  business  with  their  Mexican  counterparts  in  beginning  to 
understand  the  differences  in  their  respective  systems  of  employment  law,  and  in  undertaking 
specific  technical  cooperation  projects  in  the  labor  field.  With    increased    economic 

integration,  Mexico,  the  United  States,  and  Canada  will  have  an  increasing  stake  in 
understanding  and  assisting  in  upgrading  their  trading  partners'  respective  standards.  In  the 
case  of  Mexico,  while  its  labor  and  employment  laws,  including  those  on  occupational  safety 
and  health,  are  based  on  a  different  system  from  ours,  they  provide  workers  with  a 
comparable  level  of  protection.  Improved  compliance  with  such  standards  will  occur  as  the 
result  of  the  increased  economic  growth  resulting  from  the  NAFTA — better  jobs  and 
working  conditions  at  better  wages. 

Most  U.S.  companies  are  scrupulous  about  complying  with  local  laws  and  practices 
wherever  they  operate.  Moreover,  experience  has  shown  that  U.S.  businesses  generally  take 
their  high  American  standards  with  them  wherever  they  invest  and  that  these  practices 
spread  to  the  local  economy.  Many  U.S.  companies,  as  a  matter  of  corporate  policy  apply, 
at  a  minimum,  U.S.  safety  and  health  standards  worldwide.  In  addition,  it  is  not  unusual  for 
U.S.  firms  to  require  their  suppliers  to  meet  certain  employment  standards  and  working 
conditions. 

Voluntary  codes  of  conduct  already  exist  that  apply  to  multinational  companies  in  the 
ILO  and  the  OECD  and  provide  a  framework  for  promoting  desirable  practices  by 
companies  of  all  nationalities.  Mexico,  Canada  and  the  U.S.  all  adhere  to  the  ILO  Tripartite 
Declaration.  Moreover,  the  U.S.  and  Canada  adhere  to  the  OECD  Guidelines,  as  will 
Mexico  once  its  apphcation  for  OECD  membership  is  acted  upon.  No  case  has  ever  been 
brought  against  a  multinational  company  concerning  its  operations  in  Mexico.  Experience 
in  these  forums  has  demonstrated,  moreover,  that  such  voluntary  codes  are  subject  to  abuse 
by  unions  and  other  interested  parties  as  part  of  corporate  campaigns  against  companies. 

As  mentioned,  U.S.  and  Mexican  business  are  cooperating  in  programs  on  "best 
practices".  Making  matters  mandatory  discourages  private  initiatives  and  creates  a  legal 
environment  of  doing  the  minimum  to  comply  with  the  law. 


281 


Conclusion 

Employers  are  properly  required  to  observe  the  laws  of  the  country  in  which  they 
operate.  A  mandatory  social  charter  affecting  only  multinational  businesses  in  Mexico  would 
contravene  well-accepted  principles  of  national  treatment,  distort  competition  conditions  in 
that  market  and  could,  at  least  in  theory,  put  U.S.  subsidiaries  in  violation  of  Mexican  law, 
depending  on  the  charter's  requirements. 

In  considering  the  labor  and  employment  aspects  of  the  NAFTA,  it  is  important  to 
remind  ourselves  that  the  goal  is  not  an  economic  union,  but  rather  to  improve  the  trade 
and  investment  flows  between  three  countries  to  the  greater  economic  benefit  of  all  nations 
concerned.  The  NAFTA  will,  over  time,  help  create  a  relationship  with  Mexico  of  closer 
and  more  extensive  cooperation  than  has  existed  before  or  would  exist  in  its  absence.  A 
properly  structured  Commission  on  Labor  Affairs  can  become  a  vehicle  for  advancing 
cooperation  and  improving  conditions  of  employment.  Such  cooperation  is  more  hkely  (and 
more  productive)  in  the  absence  of  heavy-handed  coercion.  Instead,  the  U.S.  and  Mexico 
should  be  focusing  on  bilateral  activities  such  as  technical  assistance.  In  the  final  analysis, 
however,  NAFTA  is  a  win-win  agreement  between  the  U.S.,  Canada,  and  Mexico. 
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Chairman  Gibbons.  Thank  you,  Mr.  Katz. 

Now  we  will  hear  from  the  American  Association  of  Exporters  & 
Importers,  Ms.  Pasche. 

STATEMENT  OF  CLAUDIA  PASCHE  ON  BEHALF  OF  STEVEN  P. 
KERSNER,  VICE  CHAIRMAN,  NORTH  AMERICAN  TRADE 
COMMITTEE,  AMERICAN  ASSOCIATION  OF  EXPORTERS  & 
IMPORTERS 

Ms.  Pasche.  Yes.  Good  afternoon,  Mr.  Chairman. 

My  name  is  Claudia  Pasche.  I  am  an  associate  with  the  law  firm 
of  Brownstein,  Zeidman  &  Lore.  I  am  here  today  on  behalf  of  the 
American  Association  of  Exporters  &  Importers. 

Mr.  Kersner,  who  is  a  partner  in  my  firm,  was  supposed  to  be 
delivering  this  testimony,  but  he  was  unavoidably  called  away  from 
these  hearings. 

AAEI  is  a  national  organization  of  more  than  1,200  U.S.  compa- 
nies involved  in  every  aspect  of  international  trade.  It  is  the  only 
organization  in  the  United  States  which  specifically  represents  the 
interests  of  exporters  and  importers.  The  association  represents  a 
wide  spectrum  of  companies,  including  chemicals,  machinery,  elec- 
tronics, textiles,  footwear,  and  automobiles,  to  name  a  few.  AAEI 
members  also  include  a  significant  number  of  companies  offering 
services  to  the  trade  community. 

I  come  before  you  today  to  address  the  supplemental  agreements 
about  which  discussions  will  begin  next  week.  I  would  like  to  start 
by  saying  that  AAEI  believes  NAFTA  should  not  be  reopened  in 
any  way.  The  upcoming  discussions  should  not  be  considered  nego- 
tiations; rather  as  Jaime  Serra  Puche  said  recentW:  "The  results  of 
these  discussions  should  be  viewed  as  accords  of  cooperation  and 
collaboration." 

The  terms  of  the  agreement  reached  last  fall  should  not  be 
changed.  The  text  shoiild  remain  intact  without  any  modifications 
to  it  or  to  the  duty  reductions  negotiated. 

I  will  also  skip  over  the  fact  that  AAEI  believes  the  agreement 
will  create  jobs. 

Although  AAEI  acknowledges  there  will  be  some  shifts  in  produc- 
tion under  NAFTA,  experience  has  shown  that  industry  does  not 
migrate  to  the  extent  wage  differentials  might  suggest.  Rather, 
trade  liberalization  imder  NAFTA  will  be  phased  in,  thus  providing 
U.S.  businesses  and  the  labor  force  the  opportunity  to  adjust  to  the 
changing  trade  regime. 

However,  the  shift  in  jobs  caused  by  NAFTA  will  require  some 
labor  retraining.  It  will  also  require  aid  to  communities  which  are 
particularly  hard  hit.  AAEI  suggests  that  the  trade  adjustment  as- 
sistance program  be  combined  with  the  economic  dislocation  and 
worker  adjustment  assistance  program  in  order  to  address  these 
problems. 

Since  NAFTA  will  be  beneficial  to  the  country  as  a  whole,  the 
worker  adjustment  program  should  not  be  funded,  in  whole  or  in 
part,  by  fees  on  exports  or  imports.  Funds  for  program  like  worker 
adjustment  should  be  drawn  from  the  same  fimds  used  for  the  re- 
training of  workers  who  lose  their  jobs  as  a  result  of  other  events, 
such  as  cuts  in  defense  production  or  technological  advances  which 
render  certain  jobs  obsolete. 
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AAEI  opposes  suggestions  that  the  United  States  impose  coun- 
tervailing duties  on  Mexican  exporters  who  fail  to  comply  with  pol- 
lution control  mandates  imposed  on  U.S.  factories.  We  believe  the 
solution  is  improved  enforcement  of  laws,  not  the  imposition  of  pu- 
nitive duties. 

We  do  agree,  however,  that  citizens  and  interest  groups  must  be 
given  a  mechanism  through  which  to  voice  concerns  regarding  the 
environment.  Also  there  must  be  an  administration  official  des- 
ignated to  deal  specifically  with  environmental  concerns.  Prompt 
public  response  to  legitimate  complaints  will  be  very  important. 

It  is  also  critical  that  there  be  an  effective  dispute  settlement 
procedure.  Otherwise,  retaliation  will  be  the  inevitable  response. 
The  United  States-Canada  dispute  settlement  panel  process  should 
serve  as  a  model  in  the  environmental  area  as  well. 

Finally,  with  respect  to  import  surges,  AAEI  believes  the  NAFTA 
text  already  incluaes  effective  safeguard  provisions,  and  no  addi- 
tional discussions  of  safeguards  are  necessary.  Chapter  8  contains 
a  generic  safeguards  provision,  and  special  safeguards  are  included 
for  certain  agricultural  products  and  for  textile  and  apparel  items. 
We  believe  these  provisions  are  fully  adequate  to  address  any  im- 
port surges  which  might  result  from  the  implementation  of 
NAFTA. 

In  sum,  AAEI  believes  that  addressing  the  topics  of  labor,  envi- 
ronment, and  import  surges  is  important.  However,  the  Association 
feels  strongly  that  the  current  NAFTA  must  remain  in  place. 

Thank  you  for  your  attention. 

[The  prepared  statement  follows:] 
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American  Association  of 

EJC^^iM       Exporters  and 

~  Importers       Jt  west  42nd  street.  New  York.  NY  10036(2121944-2230 


BEFORE  THE  UNITED  STATES  HOUSE  WAYS  AND  MEANS  COMMITTEE 

SUBCOMMITTEE  ON  TRADE 

WRITTEN  TESTIMONY  OF  STEVEN  P.  KERSNER 

BROWNSTEIN,  ZEIDMAN  AND  LORE 

ON  BEHALF  OF 

THE  AMERICAN  ASSOCIATION  OF  EXPORTERS  AND  IMPORTERS 


Good  morning.  My  name  is  Steven  P.  Kersner.  I  am  a  partner  in  the  law 
firm  of  Brownstein,  Zeidman  and  Lore,  and  also  the  Vice  Chairman  of 
AAEI's  North  American  Free  Trade  Agreement  (NAFTA)  Committee. 

AAEI  is  a  national  organization  with  over  1,200  U.S.  companies  involved 
in  every  aspect  of  international  trade.  It  is  the  only  organization  in 
the  United  States  which  specifically  represents  the  interests  of 
exporters  and  importers.  The  Association  represents  a  wide  spectrum  of 
companies,  including  chemicals,  machinery,  electronics,  textiles, 
apparel,  footwear,  and  automobiles,  to  name  a  few.  AAEI  members  also 
include  a  significant  number  of  companies  which  provide  services  to  the 
import  and  export  community,  including  customs  brokers,  air  and 
shipping  lines,  banks,  export  trading  companies,  and  the  like. 

I  come  before  you  today  to  present  the  views  of  AAEI  with  respect  to 
the  supplemental  NAFTA  discussions  which  begin  next  week.  I  would  like 
to  start  by  saying  that  AAEI  believes  NAFTA  should  not  be  reopened  in 
any  way.  The  upcoming  discussions  should  not  be  considered 
negotiations.  As  Jaime  Serra  Puche  said  recently,  results  of  these 
discussions  should  be  viewed  as  "accords  of  cooperation  and 
collaboration."  As  such,  the  terms  of  the  Agreement  reached  last  fall 
should  not  be  changed.  The  text  should  remain  intact,  without  any 
modifications  to  it  or  to  the  duty  reductions  negotiated. 

Let  me  first  address  the  proposed  supplemental  discussions  regarding 
labor.  There  is  certain  to  be  a  net  gain  in  U.S.  employment, 
investment  and  consumption  under  the  NAFTA.  Currently,  more  than  7.5 
million  U.S.  jobs  are  attributable  to  product  exports.  Of  these,  2.1 
million  are  the  result  of  trade  with  Canada  and  Mexico.  Over  600,000 
Americans  are  now  employed  due  to  U.S.  exports  to  Mexico,  and  this 
number  should  grow  to  one  million  by  1995.  More  than  1.5  million 
Americans  are  employed  in  jobs  related  to  U.S.  exports  to  Canada. 

Although  AAEI  acknowledges  there  is  likely  to  be  some  shift  in 
production  under  the  NAFTA,  experience  has  shown  that  industry  does  not 
migrate  to  the  extent  wage  differentials  might  suggest.  Rather,  trade 
liberalization  under  NAFTA  will  be  phased  in,  thus  providing  U.S. 
businesses,  and  the  labor  force,  the  opportunity  to  adjust  to  the 
changing  trade  regime. 
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However,  the  shift  in  jobs  caused  by  the  NAFTA  will  require  labor 
retraining.  It  will  also  require  aid  to  communities  which  are 
particularly  hard-hit.  AAEI  suggests  that  the  Trade  Adjustment 
Assistance  Program  be  combined  with  the  Economic  Dislocation  and  Worker 
Adjusted  Assistance  Programs  in  order  to  address  these  problems. 

Since  the  NAFTA  will  be  beneficial  to  the  country  as  a  whole,  the 
Worker  Adjustment  Program  should  not  be  funded,  in  whole  or  in  part,  by 
fees  on  exports  and  imports.  Funds  for  programs  like  worker  adjustment 
should  be  drawn  from  the  same  funds  used  for  the  retraining  of  workers 
who  lost  their  jobs  as  a  result  of  events  such  as  cuts  in  defense 
production  and  technological  advances  which  render  certain  jobs 
obsolete. 

We  would  also  like  to  note  that,  in  many  instances,  the  question  is  not 
whether  labor-intensive  jobs  will  remain  here  or  move  to  Mexico  under 
NAFTA  —  rather,  it  is  a  question  of  whether  the  jobs  will  move  to 
Mexico  or  whether  U.S.  companies  will  move  their  operations  to  other 
countries.  Given  the  choice  of  losing  a  job  to  Mexico  or  losing  one  to 
a  country  further  from  our  shores,  we  should  opt  for  relocation  to 
Mexico  because  Mexican  consumers  already  spend  a  great  deal  of  money  on 
U.S.  products,  and  are  likely  to  increase  consumption  of  U.S.  goods 
significantly  under  NAFTA. 

With  respect  to  the  environment,  AAEI  believes  environmental  awareness 
in  Mexico  will  grow  with  the  economic  progress  brought  by  NAFTA. 
Currently,  however,  the  NAFTA  is  being  held  hostage  to  protectionist 
groups  masquerading  as  environmentalists.  At  this  stage,  it  is 
important  that  legitimate  environmental  concerns  be  met  in  a 
responsible  manner,  or  NAFTA  will  be  lost.  Progress  is  necessary  both 
in  terms  of  substance  and  in  terms  of  public  relations. 

AAEI  opposes  suggestions  that  the  United  States  impose  countervailing 
duties  on  Mexican  exporters  who  fail  to  comply  with  pollution  control 
mandates  imposed  on  U.S.  factories.  We  believe  the  solution  is 
improved  enforcement  of  laws,  not  the  imposition  of  punitive  duties. 
Concerns  that  NAFTA  could  weaken  U.S.  public  health  standards  are 
largely  the  result  of  misleading  statements  by  some  environmental  and 
protectionist  groups  about  present  and  future  GATT  procedures.  Simple,- 
brief  statements  in  the  NAFTA  can  resolve  any  problems  regarding  this 
issue.  We  do  agree,  however,  that  citizens  and  interest  groups  must  be 
given  a  mechanism  through  which  to  voice  concerns  regarding  the 
environment.  Also,  there  must  be  an  Administration  official  designated 
to  deal  specifically  with  environmental  concerns.  Prompt  public 
response  to  legitimate  complaints  will  be  very  important.  It  is  also 
critical   that  there   be  an   effective  dispute   settlement   procedure, 
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otherwise,  retaliation  may  be  the  inevitable  response.  The  U.S. -Canada 
dispute  settlement  panel  process  should  serve  as  a  model  in  the 
environmental  area,  as  well. 

It  is  also  necessary  to  defuse  the  debate  over  Mexico's  killing  of 
dolphins  in  pursuit  of  yellow  fin  tuna.  AAEI  proposes  the  creation  of 
an  international  convention  outlawing  fishing  methods  harmful  to 
dolphins.  The  signatories  to  this  convention  could  declare  the 
convention  to  be  an  exception  to  the  GATT.  This  would  mirror  a  similar 
provision  in  the  1988  Memorandum  of  Understanding  on  the  Protection  of 
Migratory  Birds  and  Their  Habitats. 

Finally,  with  respect  to  import  surges,  AAEI  believes  the  NAFTA  text 
already  includes  effective  safeguards  provisions,  and  no  additional 
discussion  of  safeguards  is  necessary.  Chapter  8  contains  a  generic 
safeguards  provision,  and  special  safeguards  are  included  for  certain 
agricultural  products,  and  for  textile  and  apparel  items.  We  believe 
these  provisions  are  fully  adequate  to  address  any  import  surges  which 
might  result  from  the  implementation  of  NAFTA. 

In  sum,  AAEI  believes  that  addressing  the  topics  of  labor,  environment, 
and  import  surges  is  important.  However,  the  Association  feels 
strongly  that  the  current  NAFTA  must  remain  in  place. 

Thank  you  for  your  attention.  I  would  be  pleased  to  answer  any 
questions  you  may  have  at  this  time. 
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Mr.  Payne  [presiding].  Very  timely.  You  finished  just  when  the 
Ught  went  on. 

I  want  to — ^the  chairman  asked  me  to  thank  all  of  you.  He  had 
to  leave,  and  he  wanted  me  to  thank  you  all  and  thank  you  for 
your  patience. 

He  did  suggest  that  I  might  inquire  of  Ms.  Masur,  who  men- 
tioned that  there  were  a  thousand  businesses  who  were  supportive 
of  NAFTA,  could  you  tell  me  what  industries  that  they  represent, 
or  are  they  pretty  much  across  the  board? 

Ms.  Masur.  I  think  it  is  very  diverse.  It  really  is  large-, 
medium-,  and  small-sized  companies  of  all  sorts  fi*om  around  the 
coimtry,  including  trade  associations  as  well,  including  textile  man- 
ufacturers, some  apparel  makers,  high-tech,  heavy  industry,  small 
business,  really  very — I  mean,  we  can  get  you  a  list.  It  is  over 
1,100  members  at  this  time.  There  is  an  extensive  grassroots  orga- 
nization that  has  been  put  in  place.  We  have  State  NAFTA  coali- 
tions up  and  running  in  most  of  the  States  in  some  fashion,  in 
some  form  of  organization,  and  we  hope  to  make  sure  at  least  that 
there  is  no  member  of  Congress,  when  the  vote  comes,  who  can  say: 
But  I  did  not  hear  fi*om  business. 

So  that,  at  least,  will  be  our  objective,  but  hopefully  to  convince 
members  in  their  districts  that  there  are  real  people  who  make 
things  and  create  jobs  who  are  benefiting  and  see  extra  benefit 
from  the  NAFTA.  So  that  is  very  much  the  objective  of  the  Coali- 
tion. 

Mr.  Payne.  When  Ambassador  Kantor  was  here  this  morning. 
Congressman  Matsui  mentioned  that  he  had  made — perhaps  you 
were  here  when  that  was  going  on — that  he  had  not  heard  from 
people  who  were  in  favor  of  NAFTA.  I  think  while  I  have  heard 
something  from  people  who  are  in  favor  of  NAFTA,  certainly  not 
a  very  diverse  group  of  people,  and  I  think  it  would  be  helpful  if 
there  are  people  out  there  wno  feel  this  way  and  feel  strongly,  that 
they  would  be  in  touch  with  Members  of  Congress  and  the  Senators 
about  their  feelings. 

Ms.  Masur.  Again,  this  is  the  effort  that  we  have  underway.  Cer- 
tainly for  the  private  sector,  there  is  some — I  do  not  want  to  say 
hesitancy,  but  as  long  as  the  supplemental  negotiations  are  going 
on,  people  are  waiting  to  see  how  it  all  works.  We  are  obviously 
hopeful  that  the  best  possible  solution  is  that  we  can  say  that  we 
support  the  President  and  we  want  you,  too,  also.  And  there  was, 
of  course,  sort  of  a  gap  after  President  Bush  and  before  President 
Clinton  got  his  team  in  place.  But  in  terms  of  the  enthusiasm  and 
the  kind  of  organization  and  the  kind  of  effort  that  we  hope  to  dem- 
onstrate on  Capitol  Hill,  I  think  that  we  have  the  means  to  do  that 
and  are  working  on  that  now. 

I  had  heard  Conp*essman  Matsui  this  morning,  and  in  my  open- 
ing statement,  I  said  that  I  was  sorry  he  was  not  here.  But  I  assure 
you,  we  will  call  him  tomorrow  and  make  sure  that  he  knows  a  lot 
more  of  what  is  going  on  and  be  sure  that  there  are  companies 
from  his  district  that  get  in  touch  with  him  immediately. 

Mr.  Payne.  Well,  thank  you  all  again  for  your  patience,  and 
thank  you  for  your  testimony.  We  appreciate  it  very  much. 

The  last  panel,  Thomas  Hammer  of  the  Sweetener  Users  Associa- 
tion, and  John  Reichenbach  of  AFG  Industries. 
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I  want  to  especially  thank  you  all  for  your  patience.  You  have 
certainly  been  here  a  long  time  today,  and  we  appreciate  it  very 
much  and  appreciate  your  staying  to  testify  late  in  the  day. 

So  without  further  ado,  Mr.  Hammer,  would  you  proceed,  please? 

STATEMENT  OF  THOMAS  A.  HAMMER,  PRESmENT, 
SWEETENER  USERS  ASSOCIATION 

Mr.  Hammer.  We  appreciate  your  saving  the  best  for  last,  I 
guess,  so  I  will  make  this  very  brief  We  have  submitted  an  exten- 
sive testimony,  prepared  testimony,  and  I  hope  that  can  be  in- 
cluded in  the  record. 

Mr.  Payne.  Without  objection. 

Mr.  Hammer.  I  will  just  summarize  my  basic  points. 

I  am  Tom  Hammer.  I  am  president  of  the  Sweetener  Users  Asso- 
ciation, and  we  came  today  to  speak  about  the  supplemental  agree- 
ment on  import  surges. 

The  association  represents  U.S.  food  and  beverage  manufacturers 
who  are  industrial  users  of  sugar  and  other  sweeteners,  and  we 
have  supported  the  sweetener  and  sweetener  product  provisions 
that  have  emerged  from  the  NAFTA  negotiations. 

In  our  prepared  testimony,  we  offered  a  number  of  comments  re- 
garding concerns  and  thoughts  about  any  supplemental  agreement 
on  import  surges.  We  support  the  NAFTA,  as  it  currently  exists  for 
sugar  and  sugar-containing  products  without  change.  This  is  based 
on  our  assessment  of  the  requirement,  which  there  has  been  a  lot 
of  discussion  about,  that  Mexico  becomes  a  net  exporter  of  sugar 
during  the  transition  period,  it  is  a  very  complicated  formula  that 
is  designed  to  sort  of  backload  the  benefits  for  the  Mexicans  into 
the  last  part  of  the  transition  period. 

And  they  also  have  to  meet  a  test  of  being  a  net  exporter,  which 
is  a  novel  and  protective  device  for  the  sugar  industry.  In  other 
words,  they  have  to  become  self-sufficient  in  sugar,  which  is  not  a 
test  that  would  be  required  of  any  industries  affected  by  the 
NAFTA  or  any  industry  that  I  know  of  in  any  other  trade  agree- 
ment. For  example,  the  United  States  would  not  have  to  become 
net  exporters  of  beef  or  pork. 

So  it  is  designed  to  protect  the  U.S.  industry  from  third-party 
sugar.  And  I  think  that  as  long  as  those  rules  are  adhered  to  and 
closely  watched,  it  should  do  that. 

Because  of  that,  we  do  not  believe  there  would  be  a  significant 
threat  that  Mexico  will  flood  the  U.S.  market  with  raw  or  refined 
sugar.  We  are,  however,  very  optimistic  about  the  opportunity  to 
supply  Mexico's  growing  demand  for  sugar-containing  products. 
That  trade  is  growing  now,  and  we  think  under  the  NAFTA  it  will 
continue  to  grow  very  nicely. 

During  the  transition  period,  safeguards  may  be  appropriate 
under  certain  circumstances,  and  we  have  specifically  outlined 
some  of  our  thoughts  and  concerns  in  our  testimony. 

We  finally  believe  the  removal  of  trade  barriers  to  sweeteners 
and  sweetened  products  under  the  North  American  Free  Trade 
Agreement  would  have  favorable  economic  effects  on  domestic  con- 
sumers, as  well  as  our  efficient  sugar  growers  and  processors,  com 
refiners,  and  com  growers  and,  of  course,  manufacturers  of  sweet- 
ened products  and  beverages. 
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I  thank  you,  Mr.  Chairman  and  other  members  of  the  sub- 
committee, that  have  participated  in  these  hearings  today  to 
present  these  views,  and  we  stand  ready  to  work  with  the  staff  and 
the  committee  throughout  this  process. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  THOMAS  A.  HAMMER,  PRESIDENT,  SWEETENER  USERS 
ASSOCIATION 


The  Sweetener  Users  Association  is  pleased  to  have  the  opportunity  to 
present  its  views  on  the  possible  supplemental  agreement  to  the  North  American  Free 
Trade  Agreement  (NAFTA)  implementing  legislation  to  deal  with  import  surges.    We 
will  confine  our  remarks  to  the  portion  of  the  NAFTA  text  dealing  with  sugar  and 
sweetened  products  and  specific  recommendations  relating  to  a  possible  import  surge 
supplemental  agreement. 

The  Sweetener  Users  Association  represents  U.S.  food  and  beverage 
manufacturers  who  are  industrial  users  of  sugar  and  other  sweeteners,  and  the  trade 
associations  representing  such  companies.    We  support  the  sweetener  and  sweetened- 
product  provisions  that  have  emerged  from  the  NAFTA  negotiations.    While  we  have 
stated  our  preference  for  addressing  these  issues  in  a  multilateral  framework,  the 
NAFTA  Agreement  will,  following  the  transition  period,  eliminate  all  tariff  and  nontariff 
barriers  on  these  products  between  the  United  States  and  Mexico. 


MULTILATERAL  AND  REGIONAL  TRADE  AGREEMENTS 

Despite  its  longstanding  advocacy  of  freer  world  trade,  the  United  States 
maintains  a  variety  of  protectionist  practices.    One  of  the  most  egregious  import  regimes 
is  the  restrictive  import  quotas  on  sugar  and  certain  sugar-containing  products  which 
support  internal  sugar  and  corn  sweetener  prices  above  world  sugar  prices.    The  United 
States  is  not  alone  in  operating  a  protectionist  sweetener  regime.    For  this  reason,  the 
Sweetener  Users  Association  believes  that  it  is  imperative  that  the  United  States  strive  to 
obtain  freer  trade  for  sweeteners  and  sweetened  products  through  the  Uruguay  Round 
and  the  NAFTA. 

In  general,  the  multilateral  removal  of  trade  barriers  is  preferable  to 
regional  or  bilateral  agreements.    Accordingly,  the  Sweetener  Users  Association 
continues  to  vigorously  support  the  U.S.  objectives  for  the  Uruguay  Round.    Although 
these  multilateral  trade  talks  have  been  stalled  for  the  leist  several  years,  we  must  remain 
hopeful  that  the  trade  negotiations  will  be  successfully  concluded  by  1993  or  early  1994. 
A  successful  Uruguay  Round  agreement  is  defined  by  the  Sweetener  Users  Association 
as  the  substantial  reduction  of  subsidies,  import  barriers  and  trade-distortive  internal 
supports  impacting  international  trade  in  sweeteners  and  sweetened  products. 

Although  a  global  reduction  of  sweetener  and  sweetened  product  trade 
barriers  is  needed,  it  is  recognized  that  a  special  trading  relationship  exists  between  the 
United  States,  Mexico  and  Canada.    Thus,  the  Sweetener  Users  Association  supports  the 
North  American  Free  Trade  Agreement.    The  establishment  of  a  free  trade  agreement 
with  Mexico,  as  was  previously  established  with  Canada,  could  be  mutually  beneficial  to 
many  economic  sectors  on  each  side  of  the  border. 


THE  NAFTA  AGRICULTURAL  PROVISIONS 

The  NAFTA  calls  for  the  elimination  of  aU  tariffs,  quotas  and  licenses  that 
act  as  barriers  to  agricultural  trade  between  the  United  States  and  Mexico.   There  are 
no  exceptions. 
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The  NAFTA  allows  import-sensitive  agricultural  industries  adequate  time 
to  adjust  to  free  trade.  The  Agreement  explicitly  provides  for  a  transition  period  of  up 
to  fifteen  years  before  tariffs  are  eliminated  for  the  most  sensitive  products. 

The  Agreement  requires  no  changes  in  domestic  farm  programs  for  either 
country. 

In  keeping  with  the  "no  exception"  mandate,  all  trade  barriers  on  sugar  and 
sweetened  products  eventually  will  be  eliminated.    Sugar,  due  to  its  import  sensitivity, 
has  been  granted  the  longest  transition  —  fifteen  years.    Moreover,  tough  rules  have  been 
established  to  protect  our  domestic  sugar  industry  from  sugar  that  is  not  produced  in 
Mexico. 


Current  U.S.-  Mexico  Sugar  Policies  &  Trade 

Both  the  United  States  and  Mexico  have  maintained  trade  barriers  at  their 
borders  to  support  internal  sugar  prices  and  the  prices  of  sugar  beets  and  sugarcane  at 
the  farm  level.    The  U.S.  barriers  have  been  very  systematic  and  transparent,  while  the 
import  licensing  approach  employed  by  Mexico  was  historically  more  ad  hoc  and 
unpredictable. 

Mexico  eliminated  its  sugar  import  licensing  system  in  late  1989  and 
instituted  a  variable  levy  system  on  sugar  imports.    The  government  announces  a  target 
internal  price  each  month,  which  is  adjusted  to  stay  at  about  18.7  cents  (U.S.)  per  pound 
of  raw  sugar.    The  variable  levy  is  adjusted  to  bridge  the  gap  between  the  target  price 
and  world  price.    While  the  raw  sugar  support  level  is  similar  to  that  in  the  United 
States,  controls  on  wholesale  and  retail  refined  sugar  prices  keep  them  below  U.S.  levels 
most  of  the  time.    This  price  support  system  will  work  only  when  Mexico  is  a  net 
importer,  which  has  been  the  case  in  recent  years. 

The  United  States  maintains  domestic  prices  through  a  tariff  rate  quota 
that  tightly  controls  the  quantity  of  sugar  that  can  enter  the  country.   Any  imports  over  a 
country's  quota  allotment  face  a  prohibitive  second  tier  tariff  of  16  cents  per  pound  of 
raw  sugar.    The  United  States  also  has  reexport  programs  under  which  sugar  can  be 
imported,  refined  or  further  processed,  and  then  reexported  without  being  subject  to  a 
quota  or  a  tariff. 


NAFTA  Sugar  Provisions 
Transition  Period:  Years  1-6 

In  the  initial  six  years  of  the  Agreement.  Mexico's  sugar  exports  to  the 
United  States  will  be  limited  to  its  current  export  allocation  of  7,258  metric  tons. 
However,  in  any  year  that  Mexico  reaches  net  exporter  status  during  the  initial  six-year 
period,  it  would  be  allowed  access  for  its  net  exportable  surplus,  up  to  25,000  tons. 

During  Years  1  through  6,  the  United  States  will  reduce  its  second  tier 
tariff  on  sugar  imports  from  Mexico  by  15  percent,  from  16  cents  per  pound  to  13.6  cents 
per  pound. 


Transition  Period:  Years  7-15 

Beginning  in  Year  7,  Mexico  will  be  allowed  to  ship  its  net  exportable 
surplus  to  the  United  States  duty-free,  up  to  a  maximum  of  150,000  tons.   This  ceiling 
will  grow  10  percent  per  year  over  the  remainder  of  the  15-year  transition. 
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If  Mexico  reaches  net  exporter  status  for  two  consecutive  years  at  any  time 
during  the  transition  period,  beginning  in  Year  7  or  the  second  year  of  net  exporter 
status,  whichever  is  later,  it  can  ship  its  total  exportable  surplus  to  the  U.S.  duty-free. 

Mexico  will  align  its  tariff  regime  with  that  of  the  United  States  by  Year  7 
of  the  Agreement,  implementing  a  tsiriff  quota  with  rates  equal  to  those  of  the  United 
States.    During  Years  7-15,  the  U.S.  and  Mexican  tariffs  on  second  tier  sugar  will  be 
reduced  linearly  from  13.6  cents  per  pound  to  zero. 


Other  NAFTA  Provisions  Impacting  Sugar 
And  Sugar-Containing  Products 

Sugar  Reexport  Program 

The  U.S.  sugar  reexport  program  will  remain  in  place  for  exports  to 
Mexico,  but  U.S.  shipments  under  the  program  will  be  subject  to  Mexico's  MFN  tariff 
rate. 

The  United  States  and  Mexico  will  each  allow  duty-free  access  for  raw 
sugar  imported  from  the  other  country  which  is  refined  in  the  importing  country  and 
reexported  to  the  producing  country. 


Sweetened  Products 

Tariffs  on  most  manufactured  food  and  beverage  products  will  be  phased 
out  over  ten  years,  whether  or  not  they  contain  sweeteners.    For  those  product  categories 
on  which  the  United  States  has  maintained  section  22  import  quotas,  Mexico  is  assigned 
specific  initial  quEmtities  that  are  increased  3  percent  per  year  for  10  years,  at  which 
point  the  restrictions  are  eliminated. 

The  U.S.  sugar-containing  product  reexport  program  will  remain  in  place 
for  exports  to  Mexico  for  only  7  years,  but  U.S.  shipments  will  be  subject  to  the 
appropriate  tariffs  which  will  be  reduced  linearly  to  zero  over  a  lOyear  period. 


ECONOMIC  IMPACT 

What  will  the  NAFTA  mean  for  sugar  and  sweetened  products?  An 
analysis  of  the  impact  must  be  broken  down  into  three  separate  phases  due  to  the 
construction  of  the  sugar  provisions:    Years  1-6;  Years  7-14;  Year  15  and  after. 

In  the  first  two  stages,  Years  1-6  and  Years  7-14,  the  main  question  that 
must  be  answered  is  whether  or  not  Mexico  will  become  a  "net  exporter."    If  Mexico 
does  not  become  a  "net  exporter",  its  sugar  exports  for  the  next  15  years  will  be  capped 
at  the  current  level  of  7,258  tons.    In  other  words,  Mexico  will  derive  no  benefits  until 
Year  15  when  all  tariff  and  nontariff  trade  barriers  are  eliminated. 

In  Years  1-6,  even  if  Mexico  is  able  to  become  a  net  exporter  and  is  able 
to  ship  the  25,000  tons  permitted  under  the  Agreement  (rather  than  7,258  tons  annually), 
the  difference  is  trivial  in  relation  to  both  the  total  size  of  the  U.S.  market  and  the 
1,250,000  short  ton  minimum  import  requirement.    Even  annual  shortfalls  under  the 
current  quota  system  are  much  larger  than  25,000  tons.   Similarly,  the  reduction  in  the 
second  tier  duty  over  this  period  is  not  enough  to  permit  trade  to  occur.    Mexican  sugar 
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prices  are  only  slightly  below  U.S.  levels,  so  a  13.6-cent  tariff  is  still  prohibitive. 
Consequently,  there  would  be  no  negative  impact  on  domestic  sugar  producers. 

There  would,  however,  be  significant  positive  effects  on  U.S.  manufacturers 
of  sweetened  food  emd  beverage  products  throughout  this  period.    Mexico  is  a  large  eind 
growing  market  for  consumer  goods  of  all  types,  and  that  includes  food  and  beverages. 
Based  on  Census  Bureau  data,  total  U.S.  exports  of  manufactured  food  and  beverage 
products  to  Mexico  in  1992  were  $373.8  million.   About  half  of  those  exports  contain 
sugar  or  corn  sweeteners  in  varying  amounts.    The  members  of  the  Sweetener  Users 
Association  believe  that  the  NAFTA  will  result  in  significant  increjises  in  the  volume  of 
such  exports  to  Mexico,  and  that  these  increases  will  far  outweigh  any  gains  in  Mexico's 
exports  of  such  products  to  the  United  States. 

In  Years  7-15,  the  question  of  whether  Mexico  is  a  net  exporter  takes  on 
greater  significance,  but  is  not  easy  to  answer.   Assuming  a  January  1,  1994 
implementation  date,  that  means  we  are  making  an  economic  assumption  about 
something  that  will  not  occur  until  2000.    Thus,  whether  Mexico  will  become  a  net 
exporter  is  very  difficult  to  predict.    It  will  depend  on  a  number  of  public  policy  and 
private  investment  choices  in  Mexico  that  are  difficult  to  forecast.    Numerous  economic 
forecEists  have  been  advanced  on  this  subject.    One  can  take  their  pick  depending  upon 
their  own  attitudes. 

The  recent  International  Trade  Commission  Report  to  this  Committee  on 
the  Potential  Impact  on  the  U.S.  Economy  and  Selected  Industries  of  the  North 
American  Free-Trade  Agreement  (USITC  Publication  2596,  January  1993)  stated 
(p.  33-2): 

"The  opening  of  the  Mexican  market  is  unlikely  to  have  any 
considerable  effect  on  U.S.  sugar  producers.   The  changing  state  of  the 
Mexican  sugar  industry  makes  it  difficult  to  assess  with  any  degree  of 
certainty  the  impact  the  eventual  opening  of  the  U.S.  market  to  Mexican 
sugar  will  have  on  the  U.S.  sugar  industry.    The  U.S.  sugar  industry 
believes  that  the  NAFTA  sugar  provisions  will  have  a  significant  adverse 
impact  on  the  domestic  industry.    The  possibility  does  exist  that  U.S. 
imports  from  Mexico  could  increase  to  the  point  of  causing  contraction  in 
both  the  U.S.  production  and  processing  industries."    (Footnotes  omitted.) 

The  report  further  stated  with  regard  to  the  likely  impact  on  U.S.  trade 
(pp.  33-4,  33-5): 


"U.S.  imports  of  duty-free  sugar  from  Mexico  in  the  initial  year  of 
NAFTA  are  set  by  NAFTA  at  Mexico's  current  duty-free  sugar  allocation 
under  the  operating  U.S.  sugar  program,  and  therefore  are  unlikely  to  have 
considerable  impact  on  U.S.  trade.    Given  the  Mexican  production  levels  of 
the  past  several  years,  Mexico  is  not  likely  to  reach  surplus  producer  status 
in  the  initial  year  of  the  agreement,  which  would  allow  it  to  export  up  to 
25,000  tons  of  its  excess  production.   A  switch  to  HFCS  in  the  beverage 
industry,  which  could  make  Mexico  an  excess  sugar  producer,  is  improbable 
during  the  first  year  of  the  agreement.    It  is  possible,  though,  that  Mexico 
will  continue  to  require  considerable  imports  of  U.S.  refined  sugar  through 
the  U.S.  sugar  reexport  program  during  the  initial  year  of  NAFTA,  as 
Mexican  stocks  have  been  drawn  down  from  their  199 192  high  and  as 
production  continues  to  fail  to  keep  pace  with  increases  in  consumption. 
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"U.S.  imports  from  Mexico  and  exports  to  Mexico  in  the  long  term 
are  dependent  upon  whether  or  not  Mexico  eventually  achieves  net  surplus 
producer  status.    The  vast  majority  of  U.S.  sugar-trading  partners  are  those 
countries  currently  holding  a  TRQ  allocation  under  the  present  U.S.  sugar 
program.    If  Mexico  were  to  start  shipping  sugar  over  its  firsttier  quota 
allocation,  the  first  countries  to  be  affected  most  likely  would  be  the  other 
countries  that  hold  U.S.  first-tier  quota  allocations  as  the  quantity  of  the 
allocations  could  decline  as  imports  from  Mexico  increased.    However, 
Mexico  will  continue  to  be  a  net  sugar  importer  if  contraction  of  sugarcane 
acreage  occurs  and  if  sugar  consumption  continues  to  expand  without 
attractively  priced  substitutes  such  as  HFCS  available.    In  this  situation, 
U.S.  exports  under  the  sugar  re-export  program  probably  would  occur." 

There  has  been  a  tendency  within  the  U.S.  sugar  industry  to  overlook  the 
potential  opportunities  in  the  Mexican  market  and  focus  on  fears  of  negative 
consequences  of  the  NAFTA.    At  some  point,  attention  may  shift  to  Mexico's  potential 
as  an  export  market  for  both  sugar  and  sugar-containing  products.    Also,  the  corn 
sweetener  industry  (and  corn  growers)  will  benefit  from  any  increase  in  Mexican  demand 
for  HFCS.    We  believe  that  if  Mexico  does  succeed  in  becoming  a  net  exporter  of  sugar, 
the  volume  is  unlikely  to  be  large. 


RENEGOTIATION  VS.  SAFEGUARDS 

The  domestic  sugar  industry  has  proposed  several  changes  designed  to 
materially  alter  the  basic  provisions  of  the  sugar  agreement.    Four  basic 
recommendations  include: 

1.  The  definition  of  "surplus  producer"  must  be  expanded  to  include 
consumption  of  corn  sweeteners. 

2.  The  surplus  producer  determination  must  be  made  on  the  basis  of 
verifiable  history,  not  on  projections,  and  a  failsafe  method  of  verification 
must  be  included  in  the  Agreement. 

3.  The  provision  giving  Mexico  virtually  unlimited  access  to  the  U.S.  market 
after  6  years,  if  it  has  achieved  or  is  projected  to  achieve  surplus  producer 
status  two  consecutive  years,  must  be  struck. 

4.  The  proposed  10-year  phaseout  of  U.S.  Section  22  import  protection  on 
refined  sugar  and  sugar-containing  products  from  Mexico  should  be  15 
years,  to  be  consistent  with  the  transition  period  for  raw  sugar. 

In  general,  we  are  greatly  concerned  that  any  changes  along  these  lines 
could  threaten  not  only  the  sugar  provisions  but  other  elements  of  the  Agreement  as 
well.    Specifically  with  respect  to  these  four  basic  recommendations,  we  make  the 
following  comments: 

1.  In  the  United  States,  sugar  statistics  only  include  sugar  for  supply  and 
demand  calculations.    The  inclusion  of  corn  sweetener  data  for  political 
purposes  distorts  the  statistics  and  the  intent  of  the  Agreement; 

2.  In  the  United  States,  our  sugar  import  quota  and  implementation  of 
marketing  allotments  are  currently  set  using  statistical  projections.    1  he 
Sweetener  Users  Association  agrees  that  there  should  be  a  method  to 
verify  this  data; 
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3.  The  NAFTA  sugar  provision  was  signiflcantly  "back-loaded"  (i.e.,  any 
Mexican  benefits  to  be  derived  will  occur  in  Years  7-14  of  the  transition 
period).   This  "back-loading"  feature  was  done  to  accommodate  U.S. 
negotiating  demands  such  as  the  "net  exporter"  requirement  and  to  protect 
the  U.S.  industry  from  any  trade-liberedizing  impact  in  Years  1-6  of  the 
Agreement; 

4.  This  should  not  be  done  since  the  potential  for  U.S.  sugar-containing 
product  exports  to  Mexico  is  considerably  greater  than  Mexican  imported 
products  into  the  United  States. 

It  is  logical  to  predict  that  the  Mexicans  would  not  favor  substeintive 
ch8inges  to  the  sugar  provision.    Irregardiess  of  our  eissessment  and  that  of  many  U.S. 
analysts,  the  Mexicans  believe  that  they  are  capable  of  becoming  a  net  exporter  of  sugar. 
Thus,  any  changes  in  the  implementing  legislation  that  would  limit  the  value  of  this 
negotiated  benefit  would  in  all  likelihood  lead  to  a  withdrawal  of  concessions  on  the 
Mexican  side.    Many  believe  that  any  change  in  the  sugar  provisions  would  dmost 
assuredly  lead  to  a  withdrawal  in  the  quantitative  guarantee  for  duty-free  access  for  U.S. 
corn  growers.    USDA  estimates  that  this  benefit  will  likely  be  about  6  million  metric  tons 
annually  at  the  end  of  the  15-year  transition  period.    This  is  enough  corn  exports  to  raise 
U.S.  farm  prices  for  corn  about  5  cents  a  bushel. 


Safeguards 

Import  surge  agreements  come  under  the  broader  classification  of 
Safeguards  and  Adjustment  Policies  when  trade  partners  are  negotiating  international 
trade  agreements.    The  term  "safeguards"  is  generally  used  to  denote  government  action 
responding  to  imports  which  are  deemed  to  "harm"  the  importing  country's  economy  or 
domestic  competing  industries.    As  such,  the  term  "safeguards"  embraces  a  number  of 
legal  and  political  concepts  which  for  many  decades  have  been  built  into  national  and 
international  rules  regarding  international  trade.   John  H.  Jackson,  one  of  the  nation's 
leading  experts  on  international  trade  law,  states  in  his  book  entitled  The  World  Tradine 
System:  Law  and  Policy  of  International  Economic  Relations  (MIT  Press,  Cambridge, 
Massachusetts  (1991),  p.  149):    "If  there  were  no  liberal  trade'  policy  or  practice,  we 
would  not  need  to  consider  safeguards  as  such.    It  is  only  because  international  economic 
policies  have  emphasized  reduction  of  border  barriers  to  trade  that  the  subject  of 
safeguards,  as  an  exception  to  the  general  rule  of  liberal-trade  opportunities,  comes  into 
play."   Jackson  also  states  (id.,  p.  150): 

"The  economic-adjustment  argument  for  safeguards  can  be  stated 
briefly  as  follows:    Imports,  particularly  recently  increasing  imports,  often 
cause  harm  to  selected  groups  within  an  importing  society,  even  though 
they  may  in  the  long  term  and  in  the  broader  aggregate  increase  the 
welfare  of  that  society.   Competing  domestic  firms  will  be  forced  to  adjust' 
to  the  imports,  either  by  improving  their  competitiveness  (productivity, 
price,  quality,  etc.)  or  by  moving  resources  out  of  production  of  the 
competing  products  into  production  of  other  products.    This  adjustment 
process  has  often  been  viewed  eis  temporary,'  even  though  it  may  be  costly. 
Consequently,  it  is  argued  that  a  temporary  period  of  time  of  some  relief 
from  imports  will  allow  the  domestic  competing  industry  the  opportunity  to 
take  the  necessary  adjustment  measures."   [Footnote  omitted.) 

Jackson  cautions  (id.,  p.  153)  that  "this  solution,'  as  is  true  of  so  much  of  safeguards 
policy,  runs  the  considerable  risk  of  being  overused  as  an  argument  for  a  variety  of 
protectionist  measures  which  could  erode  the  basic  principles  of  liberal  trade." 
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Thus,  the  chdlenge  in  crafting  any  import  surge  agreement  is  to  find  the 
balance  between  the  basic  goal  of  trade  liberalization  and  the  need  to  provide  temporary 
relief  to  certain  competing  industries  who  are  experiencing  "injury"  as  a  result  of 
increased  competition  stemming  from  the  reduction  or  elimination  of  trade  distorting 
barriers. 

An  import  surge  agreement  is  possible  if  the  parties  to  the  overall 
agreement,  such  as  the  NAFTA,  concur  that  such  safeguards  are  mutually  beneficial. 
Such  agreements  are  not  without  cost.    If  industries  in  either  the  United  States  or 
Mexico  are  to  be  granted  some  form  of  import  protection,  then  this  will  inevitably 
impact  the  efficient  exporters'  opportunities  in  the  respective  market. 

The  Sweetener  Users  Association  offers  the  following  comments  regarding 
a  supplemental  agreement  on  import  surges: 

•  The  objective  of  the  NAFTA  is  to  remove  trade-distorting  barriers  in  order 
to  permit  market  forces  to  operate  more  freely. 

•  During  the  transition  to  an  open  market  system,  a  safeguard  mechanism 
could  be  adopted  to  protect  domestic  industries  against  import  surges 
and/or  excessive  price  movements. 

•  Safeguards  should  be  employed  only  when  imports  during  a  defined  period 
enter  the  domestic  market  in  such  volume  as  to  cause  undue  market 
instability  in  the  form  of  depressed  market  prices. 

•  The  safeguard  provision  could  allow  a  country,  under  prescribed  rules,  to 
employ  higher  tariffs  and/or  quantitative  restrictions  as  a  temporary  or 
stopgap  measure.   These  tariffs  or  quotas  must  be  discontinued  as  soon  as 
possible,  i.e.,  the  condition  causing  their  implementation  no  longer  exists. 

•  In  general,  safeguard  protection  should  be  applied  consistently  for  all 
commodities.    There  should  not  be  different  rules  governing  imports  in 
different  commodities. 

•  The  sanctity  of  existing  contracts  needs  to  be  considered  in  the  event  of  the 
institution  of  safeguard  protection.    It  is  important  to  note  that  the  mere 
threat  of  an  announcement  of  safeguards  duties  could  prevent  any  trade 
from  taking  place. 

•  Safeguards  are  temporary  measures  to  guard  against  import  surges  taking 
place  under  "fair"  trade  conditions.    Safeguards  should  not  be  designed  to 
deal  with  "unfair"  trade  practices.    Domestic  industries  should  not  be  forced 
to  compete  with  "dumped"  or  "subsidized"  commodities  or  products. 

•  Safegu€irds  should  not  be  implemented  to  thwart  the  transition  to  an  open 
market  system.   Safeguards  should  mitigate  the  effects  of  severe  import 
surges,  but  should  not  impair  the  rational  growth  in  international 
commerce. 
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Mr.  Payne.  Thank  you  very  much,  Mr.  Hammer. 
Mr.  Reichenbach. 

STATEMENT  OF  JOHN  C.  REICHENBACH,  JR.,  DIRECTOR,  IN- 
DUSTRY AND  BUSINESS  ANALYSIS,  GLASS  GROUP,  PPG  IN- 
DUSTRIES,  INC.,  ON  BEHALF  OF  PPG  INDUSTRIES,  INC., 
GUARDIAN  INDUSTRIES  CORP.,  AND  AFG  INDUSTRIES,  INC. 

Mr.  Reichenbach.  Thank  you,  Mr.  Payne. 

I  am  John  Reichenbach,  director  of  industry  and  business  analy- 
sis in  the  Glass  Group  at  PPG  Industries.  I  am  pleased  to  have  this 
opportunity  to  appear  before  you  today  on  behalf  of  three  producers 
of  flat  glass  and  fabricated  automotive  safety  glass — my  company, 
PPG  Industries,  Inc.,  as  well  as  Guardian  Industries  Corp.,  and 
AFG  Industries,  Inc. 

We  are  all  very  concerned  about  the  U.S.  flat  glass  industry  and 
its  workers  under  the  NAFTA.  We  face  an  enormous  disparity  be- 
tween the  United  States  and  Mexican  tariff  rates  on  flat  glass  and 
fabricated  automotive  safety  glass  and  between  the  United  States 
and  Mexican  NAFTA  phaseout  period  for  tariffs  on  those  products. 

Currently,  American  flat  glass  products  are  effectively  barred 
from  Mexico  by  a  prohibitive  20  percent  tariff.  Meanwhile,  the 
thriving  Mexican  flat  glass  industry,  which  is  dominated  by  one  of 
Mexico's  premier  industrial  conglomerates,  Vitro,  enjoys  broad 
duty-free  access  to  the  U.S.  market. 

The  Mexican  flat  glass  monopoly  has  taken  full  advantage  of  this 
disparity  in  tariff  treatment,  by  rapidly  expanding  its  production 
capacity  just  south  of  the  border  and  acquiring  extensive  distribu- 
tion outlets  throughout  the  United  States. 

Vitro,  which  appears  to  be  the  world's  most  profitable  flat  glass 
company,  according  to  published  annual  reports,  is  using  monopoly 
profits  earned  in  its  protected  and  growing  home  market  to  acquire 
significant  market  share  in  the  United  States. 

NAFTA  was  supposed  to  resolve  this  discrepancy  in  tariff  treat- 
ment, but  the  final  text  leaves  the  Mexican  tariff  in  place.  In  a  sur- 
prising concession,  the  Mexican  glass  industry  was  allowed  to  keep 
its  high  20  percent  tariff  on  U.S.  flat  glass  imports,  winning  a 
gradual  10-year  phaseout  of  the  levy,  while  99  percent  of  U.S.  im- 
ports will  be  duty-free  immediately  upon  implementation  of  the 
agreement. 

Fortunately,  this  disparity  can  be  resolved  without  reopening  the 
existing  NAFTA  text.  We  appear  at  these  hearings  and  appeal  to 
this  subcommittee,  as  well  as  to  the  President,  to  cause  the  side 
agreement  negotiations  planned  by  the  President  to  provide  a 
preratification  solution  of  this  issue. 

Indeed,  the  NAFTA,  as  presently  written,  provides  that  if  both 
parties  agree,  the  rate  at  which  tariffs  are  reduced  and  eliminated 
can  be  accelerated.  The  side  agreement  path  is  certainly  a  reason- 
able means  for  obtaining  acceleration  of  tariff  elimination  on  flat 
glass  and  fabricated  automotive  safety  glass  in  Mexico. 

I  would  like  to  now  make  clear  why  the  elimination  of  the  lop- 
sided tariff  treatment  is  so  important. 

The  competing  industry  in  Mexico  has  neither  a  need  nor  a  rea- 
sonable right  to  a  protected  market  while  it  enjoys  free  access  to 
the  U.S.  market.  The  Mexican  producer.  Vitro,  is  a  highly  profit- 
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able  monopoly  using  state-of-the-art  technologies.  It  has  annual 
sales  of  over  $3  billion,  net  income  over  $200  million,  and  assets 
of  about  $4.5  billion. 

Vitro  was  founded  in  1909  and  has  evolved  into  one  of  the 
world's  largest  glass  corporations,  including  more  than  80  individ- 
ual enterprises.  Its  float  glass  operations  are  partly  owned  by  and 
share  advanced  technologies  with  one  of  the  world's  leading  flat 
glass  producers,  Pilkington  Bros.,  a  United  Kingdom  company  with 
about  $5  billion  in  sales. 

Vitro's  automotive  glass  companies,  like  its  flat  glass  companies, 
are  state-of-the-art,  world-class  competitors.  Vitro  also  enjoys  a 
number  of  important  cost  advantages  compared  with  U.S.  produc- 
ers. It  has  a  staggering  competitive  advantage  in  labor  costs,  and 
the  U.S.  International  Trade  Commission  has  found  that  it  also  has 
advantages  with  respect  to  fuel  costs  and  raw  materials. 

Moreover,  Vitro  has  strong  financial  resources  and  demonstrated 
access  to  international  capital  markets.  Banks,  including  the  World 
Bank,  lend  it  hundreds  of  millions  of  dollars  and  actually  invest  in 
the  company. 

Vitro  has  also  been  successful  in  selling  millions  of  dollars  in 
American  depository  receipts  in  U.S.  financial  markets. 

Vitro's  profitability,  ready  access  to  capital,  and  ease  of  cross-bor- 
der trade  and  investment  are  also  demonstrated  by  recent  acquisi- 
tions and  investments  in  joint  venture  arrangements  with  U.S. 
firms. 

Within  the  past  several  years,  it  has  paid  a  billion  dollars  to  ac- 
quire the  Anchor  and  Latchford  glass  container  companies  and  an 
additional  $130  million  to  finance  a  joint  venture  with  Coming, 
Inc. 

Vitro  has  also  increased  its  capacity  to  supply  its  U.S.  distribu- 
tion network.  It  recently  built  a  second  plant  in  Monterrey  near  the 
U.S.  border.  Vitro's  flat  glass  production  capacity  has  increased 
from  265,000  metric  tons  annually  in  1991  to  600,000  metric  tons 
this  year.  And  Vitro  has  plans  to  build  a  third  plant  in  Monterrey 
by  1995. 

Vitro's  geometric  expansion  of  its  production  capacity  near  the 
U.S.  border,  together  with  its  acquisition  of  tremendous  warehouse 
and  distribution  facilities  in  the  United  States,  signal  loud  and 
clear  Vitro's  intention  to  multiply  its  export  to  the  United  States, 
while  we  are  closed  out  of  the  Mexican  market. 

The  U.S.  flat  glass  industry  has  concluded  that  it  would  be  worse 
off  if  NAFTA  is  implemented  in  its  current  form,  since  at  least 
without  NAFTA  it  could  petition  the  USTR  to  revoke  the  Mexican 
flat  glass  industry's  tariff  preference  under  the  generalized  system 
of  preferences. 

If  the  agreement  is  approved  as  written,  however,  an  estimated 
6,000  American  flat  glass  jobs  could  be  needlessly  lost  before  the 
end  of  the  decade. 

In  summary,  Vitro  is  as  technologically  advanced,  competitive, 
and  world-class  as  any  of  the  leading  flat  glass  producers  in  the 
world.  Its  production  lies  only  140  miles  from  the  U.S.  border,  pro- 
viding it  the  same  or  better  access  to  U.S.  markets  as  U.S.  produc- 
ers. 
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Vitro  enjoys  immediate  access  to  the  U.S.  market  at  the  same 
time  that  competition  in  Mexico  is  restricted  by  the  20  percent  tar- 
iff rate,  which  is  phased  out  in  most  cases  over  a  lengthy  10-year 
period. 

This  issue  can  be  resolved  without  major  renegotiation  or  reopen- 
ing of  the  existing  NAFTA  text.  The  U.S.  flat  glass  industry  urges 
Congress  and  the  administration  to  require  an  acceleration  agree- 
ment on  Mexican  flat  glass  and  automotive  glass  tariffs  as  a  condi- 
tion of  ratification.  Negotiation  of  accelerated  elimination  of  Mexi- 
can tariffs  cannot  be  deferred  until  after  ratification,  when  this 
country  will  have  little  or  no  leverage  to  enforce  a  level  playing 
field. 

The  administration  should  at  once  pursue  this  option,  making  it 
clear  that  the  United  States  will  not  tolerate  Mexican  protection- 
ism and  denial  of  access  to  Mexico's  markets,  while  its  highly  com- 
petitive flat  glass  industry  enjoys  free  access  to  ours. 

We  ask  only  for  fair  competition  and  equal  market  access. 

Thank  you  very  much  for  vour  attention. 

[The  prepared  statement  follows:] 


300 


W 


AFG  INDUSTRIES  INC.  guardian 

PPG  Induatries,  Inc. 

Before 

Subcommittee  on  Trade,  Corrvnittee  on  Ways  and  Means 
U.S.  House  of  Representatives 


Hearing  on  Supplemental  Agreements 
To  the  North  American  Free  Trade  Agreement 


TESTIMONY  OF  JOHN  C  REICHENBACH,  JR. 

DIRECTOR.  INDUSTRY  &  BUSINESS  ANALYSIS.  GLASS  GROUP 

PPG  INDUSTRIES,  INC. 

On  Behalf  of 

PPG  INDUSTRIES,  INC., 

GUARDIAN  INDUSTRIES  CORP., 

AND  AFG  INDUSTRIES,  INC. 

Need  for  Inclusion  In  Side-Agreement  Of  Provision 

Accelerating  Mexico's  Elimination  of  Tariffs 

On  Flat  Glass  and  Fabricated  Automotive  Safety  Glass 


March  11, 1993 


1  am  John  Reichenbach,  Director  of  Industry  and  Business  Analysis  in  the  Glass 
Group  at  PPG  Industries,  Inc.  The  three  producers  on  whose  behalf  I  appear  today  are,  my 
company.  PPG  Industries,  Inc.,  as  well  as  Guardian  Industries  Corp.,  and  AFG  Industries, 
Inc.  As  producers  of  flat  glass  and  fabricated  automotive  safety  glass,  we  are  all  very 
concerned  about  the  fiiture  of  the  U.S.  industry  and  its  workers  under  the  NAFTA.  We  face 
an  enormous  disparity  between  the  U.S.  and  Mexican  tariff  rates  on  flat  glass  and  fabricated 
automotive  safety  glass,  and  between  the  U.S.  and  Mexican  NAFTA  phase-out  periods  for 
tariffs  on  those  products 

I.         US./Mexico  Tariff  and  Tariff  Phase-Qut  Disparity;   Need  for  Acceleration  of 
Tariff  Elimination  in  Mexico 

Presently,  producers  in  Mexico  have  nearly  unfettered  access  to  the  U.S.  flat 
glass  and  automotive  safety  glass  markets,  enjoying  very  low  duties  or,  in  most  cases,  no 
duties  at  all  under  the  Generalized  System  of  Preferences.  Mexican  producers'  access  to 
this  market  will  increase  when  U.S.  tariffs  on  98.6%  of  U.S.  imports  of  these  products  from 
Mexico  are  pennanently  eliminated  immediately  upon  U.S.  implementation  of  the 
NAFTA.  See,  e^,  U.S.  International  Trade  Commission,  Potential  Impact  on  the  U.S. 
Economy  and  Selected  Industries  of  the  Nonh  American  Free-Trade  Agreement,  Inv. 
332-337,  USrrC  Pub.  2596  (Jan.  1993)  at  n-2.  Of  the  1.4%  of  impons  from  Mexico  on 
which  U.S.  duties  will  not  be  eliminated  immediately,  1.33%  will  be  phased  out  over  eight 
years  and  0.07%  over  ten  years.  Id  That  is,  any  delays  in  U.S.  duty  elimination  will  be 
insignificant.  Moreover,  the  present  average  U.S.  tariff  on  dutiable  imports  from  Mexico  is 
only  4.8%  ad  valorem.  Id  See  table  following. 

The  treatment  of  U.S.  exports  to  Mexico  both  presently  and  under  NAFTA  is 
entirely  different.  "For  Mexican  rates  of  duty,  which  are  [presently]  20  percent  ad  valorem 
for  over  90  percent  of  the  rate  lines,  duties  on  fonly)  5  percent  of  the  line  items  will  be 
phased  out  immediately  upon  NAFTA's  implementation,  30  percent  in  5  years,  2  percent 
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in  7  years,  and  2  percent  in  8  years."  Id  (emphasis  and  bracketed  information  added).  The 
remaining  61  percent  will  be  phased  out  in  10  years."  li  (emphasis  added).  See  table 
following. 


FLOAT  GLASS  IN  SHEETS  NONWIRED  GUSS  HAVING  «N  «SSORBAMT  OR  RELECTING  LAYER 


FLOAT  GLASS  IN  SHEETS  OTHER  NONWIRED  GLASS  COLORED  THROUGHOUT  THE  MASS 


MEXICO      7005  21  C 


FLOAT  GLASS  IN  SHEETS  OTHER 

70O52915-  35%  8  w«  3 »  3 «»  2  S*  21 


FLOAT  GLASS  IN  SHEETS  WIRED  GLASS 
u  5  7005  30  00  32  3«/m2 

MEXICO      7005  30  01  20  0% 


TOUGHENED  (TEMPEREDI  SAFETY  GLASS  OTHER 
US  7007  18  00  8  2*        ImmM.jtt 


LAMINATED  SAFETY  GLASS  OF  A  SIZE  AND  SHAPE  SUITABLE  FOR  INCORPORATION  IN  VEHICLES  AIRCRAFT  SPACECRAFT  OR 


7007  21  50 
MEXICO      7M7  21  01 


LAMINATED  SAFETY  GLASS  OTHER 
US  7X7  29  00  5  5»        ImmM.jl 

MEXICO      7M7  29  9e  20  0%  10  ^an 

MULTIPLg.WALLED  INSULATING  UNITS  OF  GLASS 

MEXICO      7008  00  01  20  0%  10»««n 
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Hence,  whereas  the  present  average  effective  U.S.  tariff  rate  on  dutiable  impons 
of  flat  and  automotive  glass  from  Mexico  is  4.8%  ad  valorem,  the  rate  in  Mexico  is  20%  for 
nearly  all  categories.  Whereas  U.S.  tariffs  on  98.6%  of  imports  from  Mexico  will  be 
eliminated  immediately  upon  implementation  of  NAFTA,  only  5%  of  the  line  items  in 
Mexico  will  become  immediately  duty  free  for  U.S.  exports  to  Mexico.  Mexico's  duties  on 
61%  of  the  line  items  will  be  gone  only  10  years  following  NAFTA  implementation.  Id 

Fortunately,  this  disparity  can  be  resolved  without  re-opening  the  existing 
NAFTA  text.  Prior  to  ratification,  the  Administration  will  be  able  to  negotiate  Mexico's 
agreement  to  accelerate  phase-out  of  its  tariffs  on  flat  and  automotive  glass.  Indeed,  the 
NAFTA  provides  that,  if  both  patties  agree,  the  rate  at  which  tariffs  are  reduced  and 
eliminated  can  be  accelerated. 


On  the  request  of  any  Pany,  the  Parties  shall  consult  to  consider 
accelerating  the  elimination  of  customs  duties  set  out  in  their 
Schedules.  An  agreement  between  rwo  or  more  Parties  to  accelerate 
the  elimination  of  a  customs  duty  on  a  good  shall  supersede  any 
dury  rate  or  staging  category  determined  pursuant  to  their  Schedules 
for  such  good  when  approved  by  each  such  Party  in  accordance  with 
its  applicable  legal  procedures. 

NAFTA,  Chapter  3,  Article  302.  Such  consultations  or  negotiations,  of  course,  need  not 
await  implementation  of  the  NAFTA,  and  in  fact  could  not  be  expected  to  yield  meaningful 
results  after  implementation.  Hence,  the  side  agreement  negotiations  in  which  the 
President  intends  to  engage  prior  to  submitting  the  NAFTA  to  the  Congress  offer  a 
ready-made  opportunity  for  obtaining  a  pre-ratification  solution  of  the  issue. 

These  introductory  remarks  have  been  aimed  at  making  clear  at  the  outset 
exactly  what  we  seek  through  our  appearance  today  and  through  our  contacts  with  the 
Administration  and  individual  members  of  Congress:  negotiation  of  acceleration  of 
elimination  of  the  Mexican  tariffs.  I  would  like  now  to  make  clear  why  the  elimination  of 
the  lopsided  tariff  treatment  is  so  imponant.  It  relates  to  various  factors,  including  the 
highly  competitive  and  expanding  nature  of  the  competing  industry  in  Mexico,  competitive 
advantages  of  the  Mexican  producers,  and  market  forces  in  the  United  States  and  Mexico. 

II.       The  Mexican  Producer  is  Highly  Competitive  Both  In  the  Expanding  Mexican 
Market  and  the  Stagnant  U.S.  Market 

The  competing  industry  in  Mexico  has  neither  a  need  nor  a  reasonable  right  to  a 
protected  market  while  it  enjoys  free  access  to  the  U.S.  market.  It  is  a  highly-profitable, 
world-class  industry  using  state-of-the-an  technologies.  The  flat  glass  and  fabricated 
automotive  glass  sectors  in  Mexico  are  dominated  by  Vitro  S.A.,  a  multibdlion  dollar 
holding  company.  Vitro  began  in  1909  and  has  evolved  into  one  of  the  world's  largest 
glass  corporations.  Vitro:  Strength.  Stability,  and  a  Growing  International  Presence. 
Institutional  Investor  Incorporated.  S16  (June  1992).  Vitro  is  an  industrial  and  commercial 
consortium  with  more  than  80  individual  enterprises  mainly  located  in  North  America.  Id, 
In  addition  to  flat  glass,  Vitro's  subsidiaries  produce  other  glass  products,  such  as  glass 
containers,  tableware  and  bottles.  Id  "In  1991  the  corporation  achieved  consolidated  sales 
of  $3.0  billion  and  net  income  of  $216  million;  total  assets  were  above  $4.4  billion  and 
shareholders'  equity  was  more  than  $  2.2  billion.  During  1990,  Vitro  recorded  $352  million 
in  direct  exports,  an  increase  of  16%  over  1990,  representing  20%  of  the  total  sales  of 
Vitro's  facilities  in  Mexico."  Id 
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Vitro's  float  glass  interests  consist  essentially  of  two  companies.  Vitro  Flotado 
and  Vidrio  Piano.  These  producers  have  been  identified  by  the  International  Trade 
Commission  as  among  the  most  competitive  float  glass  producers  in  the  world.  Foreign 
Investment  Barriers  or  Other  Restrictions  that  Prevent  Foreign  Capital  from  Claimmg  the 
Benefits  of  Foreign  Government  Programs.  USITC  Pub.  2212  at  2-11  (1989).  Vitro's  flat 
glass  division  is  35%  owned  by  the  world's  leading  flat  glass  producer,  Pilkington  Brothers, 
Ltd.  USITC  Pub.  2596  at  II-l.  Pilkington  has  about  $5  million  in  annual  sales.  It  invented 
the  float  manufacturing  process.  As  a  November  19,  1991  prospectus  issued  by  Vitro  (p. 
45)  explains,  its  equity /technology  pannership  with  Pilkington  gives  it  ongoing  access  to 
"the  leading  technology  in  the  flat  glass  industry."  Vitro  also  has  the  controlling  interest  in 
five  automotive  glass  companies:  Cristales  Inastillables  de  Mexico  ("Crinamex"), 
Vitroflex.  Vidrio  Piano,  Auto  Templex.  and  Shanerproof  de  Mexico.  Like  Vitro's  float 
glass  producers,  these  companies-which  in  fact  include  the  float  glass  producer  Vidrio 
Piano  —  are  state-of-the-art  and  world  class  competitors. 


Moreover,  Vitro  has  strong  resources  and  a  demonstrated  access  to  intemational 
capital  markets.  For  instance,  "16  intemational  banks  and  an  arm  of  the  World  Bank  ... 
[lent]  glassmaking  giant  Vitro  $126  million  for  up  to  10  years.  In  addition,  the 
Intemational  Finance  Corp.,  the  World  Bank  unit  that  extends  credit  to  private  companies, 
said  it  will  invest  $10  million  in  the  company's  stock."  Mexican  Glassmaker  Gets  Foreign 
Loans.  LA  Times,  Oct.  25,  1990,  D2.  "The  banks  agreed  to  lend  Vitro  the  money  at  a 
favorable  interest  rate  of  2  percentage  points  over  the  London  Interbank  Rate."  Id. 
(emphasis  added).  Vitro's  profitability,  ready  access  to  capital,  and  ease  of  cross-border 
trade  and  investment  are  also  demonstrated  by  investments  in  joint  venture  arrangements 
with  U.S.  firms:  Vitro's  cash  payment  of  $130  million  in  a  joint  venture  arrangement  with 
Coming  in  the  household  glassware  sector  (Financial  Times,  Aug.  7,  1991,  p. 11,  NY 
Times,  August  7,  1991,  p.  DI);  another  joint  venture  arrangement  with  World  Tableware 
Intemational  in  the  United  States  in  the  same  sector,  (PR  Newswire,  July  25,  1991);  and  a 
cash  payment  of  $440  million  plus  the  assumption  of  $460  million  in  debt  to  acquire 
Anchor  Glass  Container  Corp.  in  the  United  States  (NY  Times,  August  7.  1991,  p.  Dl). 

Improvements  in  the  economy  of  Mexico,  increased  constmction,  and  the 
establishment  of  automobile  and  truck  production  facilities  by  a  number  of  foreign  firms 
makes  Mexico  a  growth  market  for  flat  and  auto  glass.  Asian,  European,  and  U.S. 
companies  are  investing  heavily  in  the  Mexican  automotive  industry.  Ford  Motor 
Company  de  Mexico  S.A.  has  spent  nearly  one  billion  Dollars  renovating  three  plants  to 
produce  Escorts  and  Tracers  for  the  U.S.  market.  Chrysler  and  General  Motors  have  been 
producing  vehicles  in  Mexico  for  a  number  of  years.  Together  they  exported  approximately 
1 14,000  vehicles  in  1990.  Volkswagen  de  Mexico  S.A.  recently  announced  that  it  will  be 
increasing  both  export  and  domestic  volume  at  its  Puebla  plant  and  has  spent  one  billion  in 
renovations  to  expand  annual  capabilities  to  three  hundred  thousand  units.  Nissan 
Mexicana  is  also  investing  one  billion  dollars  in  a  plant  scheduled  to  open  this  year. 
According  to  Vitro,  the  automotive  glass  market  in  Mexico  increased  27.7%  between  1989 
and  1990.  See  Vitro  Annual  Report.  1990  at  8  Since  1982,  the  Mexican  market  has 
enjoyed   an  automotive  trade   surplus  with  the   United  States.    Similarly,  the   Mexican 
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construction  industry  experienced  a  boom  from  1986  to  1991.  New  construction  put  in 
place  rose  from  $11  billion  in  1986  to  nearly  $14  billion  in  1991,  a  26%  increase.  The  flat 
glass  market  for  the  construction  industry  in  Mexico  expanded  by  6%  between  1989  and 

1990  alone.   The  overall  Mexican  economy,  as  measured  by  GDP,  expanded  by  4.0%  in 

1991  and  is  forecasted  to  grow  by  4.5%  to  .'5.0%  during  the  next  few  years.  U.S.  Industrial 
Outlook  '92  at  9. 

Vitro's  monopoly  position  in  the  lucrative  Mexican  market  permits  it  to  use 
profits  both  to  further  expand  its  capacity,  aggressively  acquire  U.S.  firms  and  U.S.  market 
share  and  expand  its  already  highly  developed  distribution  infrastmcture  in  the  United 
States.  Related  directly  to  flat  glass,  in  May  1992,  Vitro  purchased  AC!  America  Inc.  for 
88  million  dollars.  Francisco  J.  Villegas,  Vitro  Group  up  to  Purchase  Another  Glass  Plant 
in  the  US,  El  Norte,  May  20,  1992.  ACI  America  is  a  leader  in  the  wholesale  and  retail 
distribution  of  float  glass  for  the  automotive  and  construction  sectors  in  the  United  States. 
Id.  The  company  has  more  than  120  outlets  in  the  western  and  southern  regions  of  the 
United  States.  li  In  addition  to  augmenting  the  already-sophisticated  network  Vitro  has  in 
place  in  the  United  States,  the  ACI  acquisition  further  demonstrates  Vitro's  extensive 
financial  resources  and  its  intention  to  use  those  resources  to  become  a  dominant  force  in 
the  U.S.  market. 

Vitro  has  also  announced  plans  to  build  a  huge,  nearly  500,000  square  foot 
warehouse  in  Laredo,  Texas  as  part  of  its  U.S.  distribution  network.  This  warehouse  is  the 
equivalent  of  ten  acres  under  one  roof  and  can  store  the  equivalent  of  six  months  production 
of  an  entire  float  glass  plant. 

In  an  apparent  reference  to  the  ACI  acquisition  and  the  warehouse  expansion, 
the  International  Trade  Commission  states  that  "[t]he  Mexican  industry  has  improved  its 
service  potential  in  the  U.S.  market  by  purchasing  U.S.  distribution  facilities."  USITC  Pub. 
2596  at  II-3. 

Increasing  its  capacity  to  supply  its  U.S.  distribution  network.  Vitro  recently 
built  a  second  plant  in  Monterrey,  near  the  U.S.  border.  The  new  plant  commenced 
of)erations  in  October  1991  and,  by  Vitro's  own  estimation,  wUl  increase  Vitro's  flat  glass 
production  capacity  by  89%  by  1993.  Securities  and  Exchange  Commission  Form  F-1 
Registration  Statement,  Vitro,  S.A.  October  30,  1991,  p.  44.  Vitro's  glass  production 
capacity  has  increased  from  265,000  tons  annually  in  1991  to  600,000  tons  this  year.  See 
Chart  below.  Vitro  has  plans  to  build  a  third  plant  in  Monterrey  by  1995.  The  proximity  of 
Monterrey  to  the  United  States  border,  where  three-quarters  of  Vitro's  flat  glass  production 
is  presently  housed,  enhances  Vitro's  ability  to  ship  its  increased  production  to  the  United 
States.  Indeed,  given  that  80%  of  the  market  for  flat  glass  in  Mexico  is  in  the  Mexico  City 
area,  nearly  1,000  miles  south  of  Monterrey,  and  that  transportation  costs  for  flat  glass  are 
relatively  high  (USITC  Pub.  2596  at  II-2),  the  expansion  of  production  capacity  in 
Monterrey  is  clearly  aimed  at  increasing  exports  to  the  United  States. 
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VITRO'S  FLAT  GLASS  CAPACITY 


Source    VHro.  Sociedad  Anonima.  Form  F.1 ,  SEC,  October  30.  1991  al  44 

Not  only  is  Vitro  as  advanced  and  competitive  as  any  producer  in  the  world,  it 
enjoys  a  number  of  important  cost  advantages  compared  with  U.S.  producers.  It  has  a 
staggering  competitive  advantage  in  labor  costs;  $2.20/hour.  including  benefits,  for 
production  workers  in  the  glass  sector  in  Mexico,  versus  $16-30/houT.  including  benefits. 
for  similar  workers  in  the  Umted  States.  It  also  has  an  advantage  in  fuel  costs.  U.S. 
Intemational  Trade  Commission,  Foreign  Investment  Barriers  or  Other  Restrictions  Tliat 
Prevent  Foreign  Capital  from  Oaiming  the  Benefits  of  Foreign  Government  programs. 
USITC  Pub.  2212  (Aug.  1989)  at  2-12;  see  alsfi  U.S.  hitemational  Trade  Commission,  The 
Likely  Impact  on  the  United  States  of  a  Free  Trade  Agreement  With  Mexico.  Inv.  No. 
332-297,  USITC  Pub.  2353  (Feb.  1991)  at  4-31,  and  USITC  Pub.  2596  at  11-2.  Vitro  also 
has  lower  costs  with  respect  to  the  key  glass  raw  materials  of  sand,  soda  ash  and  feldspar. 
E.g..  USITC  Pub.  2596  at  11-2. 

In  sum.  Vitro  is  as  technologically  advanced,  competitive,  and  worid-class  as 
any  of  the  leading  flat  glass  producers  m  the  world.  Its  production  lies  only  140  miles  off 
the  U.S.  border,  providing  it  the  same  or  better  access  to  U.S.  markets  as  U.S.  producers.  It 
enjoys  considerable  cost  advantages,  is  expanding  its  production  capacity  geometrically, 
has  a  near  monopoly  in  an  expanding  economy,  and  has  significantly  enhanced  its 
distribution  infrastructure  in  the  United  States.  Vitro  enjoys  immediate  access  to  the  US 
market  at  the  same  time  its  competition  in  Mexico  is  restricted  by  the  20%  tariff  rate,  not  to 
be  phased-out  in  most  cases  before  the  end  of  a  ten-year  transition  period. 


At  the  same  time,  in  the  U.S.  market,  demand  for  flat  glass  is  contracting  due  to 
the  correlation  of  the  flat  glass  industry  with  the  construction  and  automotive  sectors. 
During  the  period  from  1988  to  1992,  both  the  construction  and  the  automotive  industries 
endured  severe  slumps  in  the  U.S.  market.  The  value  of  new  constmction  declined  in  the 
constraction  industry,  in  real  terms,  from  $415  billion  in  1988  to  $380  billion  in  1991,  a 
decline  of  more  than  8.4%.  The  Commerce  Depanment  estimates  that  new  construction 
wUl  rise  by  only  1.0  percent  per  year  through  1996.  U.S.  Industrial  Outlook  at  7-11  (1992). 
The  Intemational  Trade  Commission  characterizes  the  investment  conditions  for  the  flat 


glass  industry  in  the  United  States  as  unfavorable,  citing  recent  investment,  existing  excess 
production  capacity,  and  weak  demand  in  the  principal  flat  glass  markets,  Le^,  construction 
and  automobiles.  USITC  Pub.  2596  at  II-2.  The  excess  capacity  problem  is  likely  to 
remain  until  the  end  of  the  decade.  Id  Additionally,  the  share  of  total  imports  held  by 
imports  from  Mexico  continues  to  grow.  See  table  on  following  page. 

There  is  vigorous  competition  in  the  U.S.  flat  glass  market,  with  price 
differences  as  small  as  one  percent  often  determining  purchasing  decisions.  Already  the 
economic  slump  in  the  U.S.  constmction  and  automotive  sectors  has  caused  depressed 
prices  and  the  shutdown  of  five  float  glass  plants  in  the  United  States  (approximately  10 
percent  of  domestic  capacity).  Float  glass  prices  have  fallen  by  25%  in  the  past  two  years. 
Employment  in  the  U.S.  market  already  dropped  from  14,600  in  1987  to  13,000  in  1991,  a 
decline  of  1 1  percent.  U.S.  Industrial  Outlook  at  7-11  (1992) 

The  U.S.  flat  glass  industry  has  concluded  that  it  would  be  worse  off  if  NAFTA 
is  implemented  in  its  current  form,  since  at  least  without  NAFTA  it  could  petition  USTR  to 
revoke  the  Mexican  flat  glass  industry's  tariff  preference  under  the  Generalized  System  of 
Preferences.  If  the  agreement  is  approved  as  currently  written,  however,  an  estimated  6,000 
American  flat  glass  jobs  could  be  needlessly  lost  before  the  end  of  the  decade.  This  will 
happen  not  because  the  U.S.  manufacturers  are  uncompetitive,  but  because  NAFTA  in  its 
current  form  would  render  them  defenseless  against  the  loss  of  market  share  to  a  Mexican 
comp>etitor  that  will  continue  to  enjoy  monopoly  profits  in  its  home  market  until  the  year 
2004.  By  then,  thousands  of  U.S.  workers  in  the  glass  industry  and  other  related  sectors 
will  be  permanently  displaced  and  the  U.S.  deficit  in  flat  glass  will  increase  as  the  global 
competitiveness  of  US.  manufacuirgrs  is  diminished.  Assuming  the  approval  of  the 
NAFTA  and  the  completion  of  already  planned  increases  in  Mexican  flat  glass  capacity,  the 
U.S.  trade  deficit  in  flat  glass  products  will  continue  to  grow. 

Unless  the  present  tariff  disparity  is  eliminated,  the  U.S.  flat  glass  industry 
estimates  that  the  Mexican  flat  glass  monopoly  will  capture  at  least  13  percent  of  the 
overall  U.S.  flat  glass  market,  including  26  percent  of  the  market  in  the  Southwest  and 
West,  long  before  NAFTA  as  proposed  would  allow  compensating  competition  in  Mexico. 
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U.S.  IMPORTS  OF  FLAT  GLASS  - 1989-1992 


1969 

1990 

1991 

1992 

QUArjTITy                    VALUE              QUAhfTITY 

iALUE 

QUANTITY 

VAUJE 

QUANTITY 

VALUE 

79,689 

553,514 

MEXICO                                                      4,089                     25,912                               0 
TOTAL                                                     750,080                6.810.496                   101.223 

0 
2.601.525 

0 

4,245,749 

15,392.549 
0  6% 

0  5* 

'^^"oS 

MEXICO                                                    26.717                   129.514                     12.510 
MEXICO  H  OF  TOTAL                              4  7%                         3  6%                         2  1% 

12% 

17,220 
0  5% 

MEXICO                                                 654.681                6,132,336                   443,597 
TOTAL                                                 5,278.545             27.115,044                4,442.167 
MEXICO  S  OF  TOTAL                         12  4%                    22  6%                    10  0% 

24667.948 

7  635  867 

37.405  292 
8  3% 

12,564,495 
6  0* 

46  732,217 
9  3* 

HTS    7005  30  -  FLOAT  GLASS  IN  SHEETS  WIR£P  GLASS  ISqM) 

MEXICO                                                              0                               0                               0 

MEXICO*  OF  TOTAL 

1846068: 

607,959 

16244.22^ 

462,72^ 

1163563: 

5,535,369 
336* 

139.009.875 
32  0% 

TOTAL                                                 6.739,541            145.303,280                6.462.835 
MEXICO*  OF  TOTAL                            213%                       17  7%                      26  0% 

41.536.640 

145.723,803 

28  5% 

26  1% 

45.943.137 

137.298.362 

33  5* 

22,510 

11,337,534 

0  2% 

500,741 

80.055 
7  384.029 

33,015 

162.497 

MEXICO                                                      6,515                   157,752                     35,000 
TOTAL                                                  1,101090              11,388,837                1,147,023 
MEXICO  %  OF  TOTAL                              0  6%                         14%                         3  1  % 

HTS    7007  21  ■  LAMINATED  SAFETY  GLASS  OF  A  SIZE  AND  SHAPE  SUITABLE  FOR  INCORPORATION  IN  VEHICLES  AIRCRAFT 

1,820,863 
30  0* 

190.408  857 

MEXICO                                          2.089.950            71944,033              2,065.937 
MEXICO  *  OF  TOTAL                            21  3%                      30  4%                      26  5% 

64,077  255 
229.913.011 

2,005  148 
28  7% 

^^ 

4,753,171 

° 

4,6:::: 

° 

3  052  480 

MEXICO                                                              0                     21.782                               0 
TOTAL                                                                 0                7294103                               0 
MEXICO*  OF  TOTAL                                                               0  3% 

7  257  691 

14  998  760 

48  4% 

93,967 
275,960 
34  1* 

6  768,340 
14211,262 

131,483 
288,895 

^^i 

MEXICO                                             240598              6.040.757                 227  494 
TOTAL                                                     335.925             10,711,531                    417,480 
MEXICO*  OF  TOTAL                            716%                      56  4*                      54  5* 

J  S  Department  of  Commefce,  Bureau  of  Census,  im 
Lrt  IS  5  yeare  for  7005  29  01 ,  8  years  for  7005  29  02, 


'  Pnase-out  IS  10  years  fc 
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in.  Conclusion:  Need  for  Inclusion  In  Side-Agreements  of  Provision  Accelerating 
Mexico's  Elimination  of  Tariffs  On  Flat  Glass  and  Fabricated  Automotive 
Safety  Glass 

Although  the  American  flat  glass  industry  is  extremely  competitive  globally, 
thousands  of  U.S.  manufacturing  jobs  and  related  positions  in  service  industries  are 
tlireatened  because  of  the  discrepancy  in  the  proposed  NAFTA  giving  the  Mexican  flat 
glass  monopoly  an  extraordinary  tariff  advantage  over  flat  glass  manufacturers  located  in 
the  U.S. 

Currently,  American  flat  glass  products  are  effectively  barred  from  Mexico  by  a 
prohibitive  20  percent  tariff.  Meanwhile,  the  thriving  Mexican  flat  glass  industry,  which  is 
dominated  by  one  of  Mexico's  premier  industrial  conglomerates.  Vitro,  enjoys  duty  free 
access  to  the  U.S.  market.  The  Mexican  flat  glass  monopoly  has  taken  full  advantage  of 
this  disparity  in  tariff  treatment  by  rapidly  expanding  its  production  capacity  just  south  of 
the  bo.der  and  acquiring  extensive  distribution  outlets  throughout  the  United.  States.  Vitro, 
which  purports  to  be  the  world's  most  profitable  flat  glass  company  according  to  published 
annual  reports,  is  using  monopoly  profits  earned  in  its  protected  home  market  to  acquire 
significant  market  share  in  the  U.S. 


NAFTA  was  supposed  to  resolve  this  discrepancy  in  tariff  treatment,  but  the 
final  text  leaves  the  tariff  in  place.  In  a  surprising  concession,  the  Mexican  glass  industry 
was  allowed  to  keep  its  high  20  percent  tariff  on  U.S.  flat  glass  imports,  winning  a  gradual 
ten-year  phase  out  of  the  levy,  while  the  few  U.S.  tariffs  on  Mexican  flat  glass  products  that 
are  currently  subject  to  GSP  preference  would  be  eliitunated  immediately. 

Already,  the  economic  slump  in  the  U.S.  constmction  and  automotive  sectors 
has  caused  depressed  prices  and  shutdowns  of  U.S.  facilities.  For  every  job  in  primary 
production  of  U.S.  float  glass  put  at  risk  because  of  Mexican  expansion  plans,  there  are  jobs 
at  risk  for  the  suppliers  of  raw  material,  producers  of  equipment  and  other  supporting 
industries,  and  for  the  communities  where  plants  are  presently  located. 

The  unwarranted  advantage  NAFTA  would  give  the  Mexican  glass  industry 
could  be  devastating  here. 

The  U.S.  flat  glass  industry  is  not  looking  for  protection  from  Mexican  imports. 
All  it  asks  for  is  fair  and  equal  treatment,  and  an  opportunity  to  compete  on  both  sides  of 
the  border.  Moreover,  the  Mexican  flat  glass  industry  does  not  need  protection-as 
evidenced  by,  among  other  things,  its  high  profit  margins.  It  boasts  some  of  the  world's 
largest,  most  modem  glass  making  facilities,  inexpensive  labor,  and  competitive  raw 
materials.  American  glass  producers  are  more  than  ready  to  compete  on  both  sides  of  the 
border  if  we  are  given  a  level  playing  field. 

Fortunately,  this  issue  can  be  resolved  without  major  renegotiation  or  re-opening 
of  the  exiting  NAFTA  text.  The  U.S.  flat  glass  industry  urges  Congress  and  the 
Administration  to  require  an  acceleration  agreement  on  flat  glass  as  a  condition  of 
ratification.  The  Administration  should  at  once  pursue  this  option,  making  it  clear  that  the 
U.S.    will    not    tolerate    Mexican    protectionism    and    denial    of    access    to    Mexico's 
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markets,  while  its  highly  competitive  flat  glass  monopoly  enjoy  free  access  to  ours.  For 
NAFTA  to  be  a  success,  "free  trade"  must  mean  that  goods  move  freely  both  ways  across 
all  the  borders  of  North  America.  Accelerating  the  removal  of  Mexico's  unfair  tariff  on 
American  flat  glass  will  help  remove  an  obstacle  to  competition  and  prosperity  in  both 
countries. 

+++ (11111111+ 
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Mr.  Payne.  Thank  you  very  much,  Mr.  Reichenbach. 

I  have  one  question  for  Mr.  Hammer,  having  to  do  with  the  sup- 
plemental that  is  coming  up  in  the  NAFTA  accord. 

Could  you  comment  on  your  association's  general  position  on  the 
NAFTA  supplemental  as  it  relates  to  import  surges? 

Mr.  Hammer.  Well  let  me  begin  by  saying  we  are  not  a  force  be- 
hind asking  for  a  supplemental  agreement  on  import  surges.  We 
think  that  there  is  not  a  great  risk  of  that,  but  we  cannot  promise 
people  that  imports  might  not  happen  in  the  way  in  which  the 
sugar  access  provisions  have  been  constructed. 

I  think  the  challenge  before  the  negotiators  and  all  of  us  in 
crafting  an  import  surge  agreement,  is  to  find  a  balance  between 
the  overall  basic  goal  of  trade  liberalization  and  the  desire  or  need 
to  provide  some  form  of  temporary  response  or  assistance  to  an  in- 
dustry that  might  experience  some  great  distortion  or  trade  prob- 
lems from  the  reduction  of  the  barrier. 

It  is  possible,  I  would  guess,  to  negotiate  such  an  agreement.  But 
I  think  it  suggests  that  all  parties  have  to  agree  to  it,  and  such 
agreements  are  not  without  cost. 

If  industries,  either  within  the  United  States  or  Mexico,  are 
granted  some  form  of  import  protection,  then  I  think  it  means  that 
inevitably  there  will  be  an  impact — there  would  be  some  impact 
upon  the  efficient  exporters. 

There  are,  I  think,  some  basics  that  we  would  say,  that  we  be- 
lieve that  the  NAFTA  was  designed  to  remove  trade-disorienting 
barriers  and  to  make  a  market  that  opens  up  and  operates  more 
freely. 

There  may  be  some  need  for  a  safeguards  agreement.  I  think 
there  is  already  language  in  the  text,  and  I  think  that  needs  to  be 
examined  to  make  sure  that  we  are  not  duplicating  or  otherwise 
doing  something  that  is  unnecessary. 

But  in  the  event  that  we  do  something,  I  think  it  should  be  to 
protect  domestic  industries  against  excessive  price  movements  or 
import  volumes.  They  should  only  be  used  during  a  defined  period 
of  time  and  generally  when  there  is  undue  instability  in  the  form 
of  depressed  market  prices,  at  least  in  the  sugar. 

I  think  it  is  important  to  note  that  we  think  they  ought  to  be 
consistent  for  all  commodities,  and  they  are  going  to  work  for  the 
United  States  as  well  as  they  work  for  Mexico.  The  mere  existence 
of  safeguards  provisions  can  be  sufficient  to  thwart  trade,  if  they 
are  not  fairly  transparent.  You  are  not  going  to  want  to  be  in  a  sit- 
uation where  you  have  a  contract  and  these  surge  agreements  can 
cut  across  your  lines  of  supply. 

We  have  other  comments.  But  in  general,  those  are  the  kinds  of 
comments  that  we  included  in  our  testimony. 

Mr.  Payne.  Well,  thank  you  very  much  for  that. 

Well,  this  concludes  the  subcommittee's  hearing  on  the  NAFTA 
supplemental  agreements.  Written  statements  for  the  record  may 
be  submitted  until  the  close  of  business  April  5th. 

This  hearing  is  now  adjourned. 

[Whereupon,  at  4:50  p.m.,  the  hearing  was  adjourned.] 

[Submissions  for  the  record  follow:] 
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WRITTEN  TESTIMONY  OF  THE  AEBI  NURSERIES 
PREPARED  FOR  THE  HOUSE  WAYS  &  MEANS  COMMITTEE,  SUB-COMMITTEE  ON 
TRADE  FOR  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT  HEARINGS. 

PREPARED  BY  FRANCIS  AEBI,  SR.;  FRANCIS  AEBI  JR.;  LINA  AEBI-HALE 
of   AEBI  NURSERIES  509  Brookside  Dr.  Richmond,  CA   94801 

INTRODUCTION 

The  purpose  of  our  written  testimony  is  to  provide  timely 
information  to  the  House  Ways  &  Means  Sub-Committee  on  Trade,  and 
to  detail  the  steadily  declining  health  of  the  California  Cut 
Flower  Industry.  We  also  want  to  point  out  the  effect  that  the 
North  American  Free  Trade  Agreement  (NAFTA)  will  have  on  the 
economy  of  the  flower  industry  and  the  overall  economy  of 
California  should  it  be  ratified  in  its  present  form. 

Our  testimony  is  based  on  factual  and  very  current  information,  and 
is  presented  by  persons  who  have  spent  their  entire  lifetime  in  the 
industry--in  our  own  case,  65  years. 


A  BRIEF  RECAP  OF  CALIFORNIA'S  FLORAL  INDUSTRY 

The  cutflower  industry  in  California  extends  from  San  Diego  in  the 
south,  500  miles  north  to  the  San  Francisco  Bay  Area.  There  are 
approximately  620  firms  within  that  area.  Most  of  them  are  family 
owned  businesses,  some  of  them  into  the  3rd  and  4th  generation  of 
operation.  The  growing  areas  are  usually  covered  with  a  glass  or 
rigid  plastic  to  protect  the  crops.  .  These  "greenhouses"  are 
expensive  to  build,  heat  and  maintain.  Greenhouses  are  a  costly 
and  ongoing  capital  investment,  the  iises  for  which  are  highly 
specialized.  In  addition,  other  improvements  are  necessary,  such 
as  grading  and  packing  houses,  wells,  boilers,  vehicles,  plant 
stock,  chemicals  and  fertilizers,  equipment  &  tools,  and  of  course, 
the  land  on  which  all  the  improvements  are  placed. 

We  can  say  with  confidence,  that  the  majority  of  these  greenhouse 
operations  are  efficient  and  well  managed.  In  an  effort  to  be 
competitive,  California  growers  have  incorporated  all  the  latest 
and  most  innovative  technology  available.  Much  of  the  technology 
has  been  developed  through  grants  paid  for  by  growers  themselves 
through  their  national  organization,   Roses  Incorporated . (   The 

with  the  California  Cut  Flower  Commission.    This  technology 
includes  research  directed  towards  maximisation  of  production  & 
efficiency,  while  minimizing  the  effect  on  the  environment. 
+ '-   (  references  at  end  of  document) 

IMPORTS   MAKE  HUGE  INROADS  IN  DOMESTIC  MARKETS. 


Despite  the  best  efforts  of  California  growers  to  be  competitive, 
the  steadily  increasing  and  uncontrolled  glut  of  imported  flowers 
has  saturated  the  domestic  market.  In  many  cases,  this  saturation 
is  done  with  product  that  is  "dumped"  at  prices  below  the  cost  of 
production.  On  Feb.  25,  1993.  Esprit  Miami  Co.  Faxed  a  price  quote 
on  Colombian  roses  to  a  Watsonville,  CA  grower,  quoting  prices  for 
the  long  stemmed,  red  hybrid  tea  rose, 

lla,daine_lJeJ.tiatd ,  at  8  cents  per  stem.   Carnations  were  quoted  at  3 
to  12  Cents.   These  are  "dump"  prices  with  which  no  domestic  grower 
can  compete, 
t  2 

As  far  back  as  April  1989.  the  U.S.  International  Trade  Commission 
conducted  a  survey  and  report  to  Congress  entitled  QQliPKLUliLE. 
CONDITIONS  IN  THE  U.S.  AND  WORLD  MARKETS  FOR  FRESH  CUT  ROSES .  The 
study  revealed  that  38  percent  of  American  growers  were  no  longer 
profitable.  Of  that  38  percent.  34.3  percent  were  California 
growers . 
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When  all  the  combined  knowledge,  capital,  labor,  incentive  and 
experience  of  cut  flower  growers  fails  to  produce  a  profit,  then  it 
is  time  to  examine  the  situation  in  which  the  non-profitability 
occurs. 

Before  1970,  growers  throughout  the  U.S.  were  able  to  make 
comfortable  livings.  The  profits  encouraged  growers  to  reinvest 
in  new  greenhouses,  new  plants  and  other  assets.  However, 
since  1970,  imported  floral  products  have  been  making  steady 
penetration  into  U.S.  markets.  What  began  as  a  trickle  is  now  a 
deluge.  In  the  case  of  roses,  imports  now  own  44.7  percent  of  the 
domestic  market.  Pity  the  poor  carnation  grower  who  has  seen  81.6 
percent  of  his  market  taken  over!  Many  carnation  growers  have 
converted  to  growing  roses.  Now  that  the  rose  market  is  saturated, 
there  are  no  longer  any  attractive  alternate  crops.  Imports  own 
them  all. 


Committee  members  may  well  ask  why  domestic  growers  cannot  be 
competitive.  It  is  because  our  costs,  compared  to  those  of  the 
Andean  and  Mexican  producers  are  too  high.  The  high  costs  are  the 
result  of  factors  beyond  our  control. 

First,  the  Andean  &  Mexican  producers  have  no  minimum  wage  set  by 
government.   The  cost  of  labor  in  those  nations  runs  between  $1.50 

and  4.00  dollars  per  day campaceid^tQ 1^^ CO.atS q1 $2Ii .t_Q__3i2 

dollars  per  day.  Labor  and  fringe  benefits  in  the  U.S.  are  a 
ma.ior  portion  of  operating  expenses.  We  provide  all  the  government 
mandated  benefits  and  in  addition  provide  medical  plans,  sick 
benefits,  paid  vacations  and  holiday  pay.  Other  ma.ior  costs  are 
heating,  marketing  &  selling,  costs  of  fertilizers  and 
insecticides,  complying  with  California's  strict  environmental 
regulations  and  the  cost  of  paying  royalties  on  patented  plant 
materials costs  not  borne  by  our  competitors. 

The  absence  of  environmental  regulation,  the  low  labor  costs, 
favorable  climate  that  makes  heating  un-necessary .  and  disregard 
for  U.S.  patent  laws  are  factors  that  allow  low  production  costs. 
When  coupled  with  low,  and  in  some  cases,  non-existent  tariffs, 
these  factors  combine  to  create  very  attractive  markets  in  this 
country.  Countervailing  duty  petitions  and  anti-dumping  actions 
have  had  very  little  beneficial  effect  on  the  economy  of  the  cut 
flower  industry.  That  is  why  during  the  1971-1990  period,  the 
huge  increase  in  the  import  share  of  the  U.S.  cut  flower  market 
forced  nearly  5000  U.S.  cut  flower  growers  out  of  business,  with  a 
resulting  loss  of  over  30,000  jobs. 
*  e 

CCURRENT  STUDY  BY  ITC  UNDERESTIMATES  IMPACT  ON  CUT  FLOWER  INDUSTRY. 

At  the  present  time,  there  is  a  document  available  to  the  Committee 
entitled .  POTENTIAL  IMPACT  ON  THE  U.S.  £CQi:lQMY_Mm_SJiLECI£lJ 
.INDUSTRIES  OF  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT.  +6 
This  document  has  been  prepared  by  the  International  Trade 
Commission  and  is  intended  to  be  used  as  a  guide  for  the  Committee. 
We  are  concerned  about  the  value  of  this  study  as  it  pertains  to 
cut  flowers  in  general  and  roses,  in  particular.  In  general,  we 
are  concerned  that  the  report  makes  light  of  NAFTA 's  overall 
effect  on  cut  flowers.  Specifically,  we  believe  that  chapter  30, 
devoted  to  cut  flowers  is  seriously  flawed  in  that  it  states  on 
page  2  of  chapter  30:  "Nafta  will  have,  at  most,  a  minor  impact  on 
the  U.S.  cut  flower  industry  in  the  short  and  long  term.  The 
domestic  cut  flower  industry,  except  for  the  fresh-cut  rose 
subsector,  already  has  been  competing  with  duty-free  imports  from 
Mexico  under  the  Generalized  System  of  Preferences  (GSP)  and, 
therefore,  NAFTA  will  not  directly  affect  that  part  of  the 
industry".  This  statement  leaves  Cal.  growers  incredulous!  What 
the  study  has  failed  to  take  into  consideration  is  the  cumulative 
effect  of  slUL  imEoris-  past  and  future  as  well  as  the  ciiECeJlt 
condition  of  the  industry. 
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The  Ornamental  Crops  National  Market  Trends  Report  for  1992  *7 
shows!  huge  increases  in  carnation  and  rose  imports  in  1992.  The 
increases  are  the  heaviest  seen  in  the  past  4-5  years.  A  billion 
carnation  stems  and  570.5  million  rose  stems  entered  the  U.S.  from 
Colombia  alone.  Add  to  these  numbers  the  present  production  from 
Me.xico  and  then  add  the  e.xpected  increase  once  tariffs  are 
eliminated  and  then  consider  the  advantage  of  their  low  production 
costs.  It  will  then  be  evident  that  the  only  way  to  assess  the  true 
impact  of  imports  is  by  considering  the  cumulative  effect  of  all 
imports,  present  and  future. 

The  same  report  states  on  page  5  that  "growers  are  likely  to 
withdraw  from  markets  where  they  compete  directly  with  imported 
roses"  and  that  some  growers  are  switching  to  alternate  crops. 
While  the  above  statements  sound  optimistic,  the  fact  is  that  there 
are  no  markets  where  domestic  growers  are  not  competing  with 
imports;  And  in  regard  to  alternate  crops — market  research  enabling 
crop  switching  is  very  expensive  and  if  that  crop  should  be 
overwhelmed  by  imports,  another  grower  casualty  results. 

SURVEY  OF  CAL.  GROWERS  SHOWS  ALARMING  TREND 


In  our  introductory  sentence,  we  said  that  our  testimony  would 
provide  timely  information  on  the  economic  health  of  the  California 
cut  flower  industry.  A   survey  of  California  growers  is 

currently  underway.  The  survey  is  being  conducted  by  Francis  Aebi, 
Sr.  and  Lina  Aebi  Hale  of  the  Aebi  Nursery,  Richmond,  CA.  The 
survey,  begun  Jan.  15,  1993  was  suggested  by  Leon  Panetta,  former 
Congressman  from  Monterey,  California,  who  suggested  that  growers 
should  find  out  the  total  amount  of  capital  invested  in  our  cut 
flower  industry  so  that  we  could  present  that  number  to  Congress 
and  others.  The  survey  results  will  show  the  total  capital  invested 
in  the  industry  as  well  as  the  total  number  of  workers  employed. 

Our  survey  is  ongoing.  With  58.9  percent  responding,  we  now  have 
some  interesting,  as  well  as  disturbing  facts  at  our  command.  The 
number  of  growers  surveyed  was  623.  Of  that  number,  77  are  no 
longer  in  business.  Six  of  those  are  very  recent  and  12  more,  all 
from  the  Salinas-Watsonville  area  will  probably  not  survive  the 
year.  Five  more  have  switched  to  potted  plants,  making  a  total  of 
82  growers  who  are  no  longer  growing  cut  flowers.  This  attrition 
rate  is  8.7  percent  of  California's  cut  flower  industry.  This  is 
a  far  cry  from  the  5  percent  overall  cut  in  the  industry's 
production  and  employment  anticipated  by  the  study  report  of  the 
ITC.  (page  5,  chapter  30)  Note  that  this  attrition  occurred  prior 
to  any  effects  of  NAFTA. 

Our  survey  also  determined  that  the  total  projected  value  of  the 
industry  is  over  $  2  Billion  dollars.  (  $2,182,554,863.) 
This  invested  capital  provides  steady  employment  for  17,515 
trained,  tax  paying  employees.  Statistical  surveyors  allow  a 
"multiplier"  to  be  used  when  calculating  jobs.  That  is,  for  every 
job,  there  are  4  to  5  supporting  workers.  This  means  that  the 
17,515  jobs  provided  by  the  floral  industry  support  another  42.500 
related  jobs  downstream  for  a  total  of  70,000  jobs.  (Multiplier  of 
4) 

A  majority  of  the  surveyed  growers  stated  that,  barely  able  to 
compete  at  the  present  time,  they  see  no  hope  for  their  continued 
existence  in  the  floral  industry  should  NAFTA  be  ratified  in  its 
present  form.  The  common  sentiment  is  that  NAFTA  is  "another  nail 
in  our  coffin" . 


314 


AMERICAN  GROWERS  REQUEST  SUPPLEMENTAL  AGREEMENTS. 

What  then,  do  American  growers  want  from  their  congressional 
representatives  and  the  Sub-Committee  on  Trade?  We  want  FAIR 
TRADE.   FAIR  means  everyone  plays  by  the  same  rules. 

At  the  present  time,  the  rules  are  noi  fair.  American  growers 
struggling  to  stay  in  business  are  made  to  compete  with  ever 
increasing  numbers  of  imports  entering  the  U.S.  with  low  tariffs. 
On  the  other  hand,  Americans,  seeking  to  export  to  the  European 
Common  Market  countries  are  faced  with  exorbitant,  dual  tariffs  of 
24  percent  during  the  summer  growing  season  and  17  percent  during 
the  winter  season.  Such  rates  effectively  price  American  floral 
products  out  of  reach  in  Europe;  Mexico  charges  20  percent,  while 
some  other  nations  throw  up  non-tariff  barriers  such  as  strict 
phytosanitary  and  customs  regulations.  Japan,  for  instance 
effectively  protects  their  floral  industry  by  this  method. 
Why  should  America  be  the  only  country  that  forces  its  growers  to 
compete  with  uncontrolled  gluts  of  foreign  product  that  enter  the 
country  with  little  or  no  tariff?   Is  this  fair  trade? 

American  growers  need  at  least  a  16  to  20  percent  tariff  on 
imported  product  in  order  to  compete.  What  we  are  doing  now  cannot 
be  called  "competing".  If  you  can't  make  a  profit,  you  aren't 
competitive . 

Throughout  the  U.S.  and  especially  in  California,  growers  are  being 
called  upon  to  comply  with  strict  environmental  standards  that  are 
designed  to  protect  our  environment  as  well  as  our  citizens.  These 
measures  are  costly.  Fair  trade  would  require  foreign  growers  to 
do  the  same . 

The  new  Democratic  Administration  is  calling  upon  Americans  to 
"sacrifice"  in  order  to  restore  our  ailing  economy.  One  of  these 
sacrifices  may  be  an  energy  tax  on  every  BTU  used  to  heat  our 
greenhouses.  Will  this  new  tax  make  American  floral  products  more 
fairly  competitive? 

Mexico  and  So.  America's  labor  costs  range  from  $1.50  to  $4.00  per 
day,  while  U.S.  wages  are  mandated  by  our  government  at  $4.25  per 
hour.  With  benefits,  U.S.  labor  is  $80.  per  day.  Does  this  sound 
fair  and  competitive  to  you? 

A  large  segment  of  American  agriculture  is  subsidized.    Those 
subsidies  cost  the  American  taxpayer  $8  billion  dollars  in  1992. 
U.S.  flower  growers  have  never  requested  nor  received  any  share  of 
those  subsidies.   Therefore,  we  would  like  to  be  sure  that  the 
terms  of  NAFTA  will  guarantee  that  we  will  not  be  competing  with 
unfairly  subsidized   foreign  flowers. 

Since  American  growers  must  honor  plant  patents  and  pay  royalties 
on  all  plant  material,  we  think  it  would  be  fair  to  require  all 
foreign  growers  to  do  the  same. 

Further,  we  want  those  who  bear  the  responsibility  of  mandating 
supplemental  agreements  to  NAFTA  to  understand  and  appreciate  that 
those  of  us  in  the  flower  industry  are  in  the  best  position  to 
inform  our  elected  representatives  of  the  true  condition  of  our 
industry.  We  want  you  to  understand  that  we  really  can't  compete 
with  the  South  American  and  Mexican  juggernauts  and  that  we  are 
truly  on  the  brink  of  financial  ruin. 
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We  also  want  to  remind  you  that  we  have  recently  heard  a  great  deal 
of  rhetoric  regarding  the  necessity  of  maintaining  a  strong  private 
sector  and  the  .jobs  supported  by  the  capital  of  the  private 
sector.  If,  what  we  have  heard  is  more  than  rhetoric,  if,  what  we 
have  heai'd  is  indeed  the  stated  goal  of  our  government,  then  it 
would  seem  wise  to  preserve  California's  heavily  capitalized 
flower  industry,  its  70,000  .jobs,  and  its  tax  base,  rather  than 
sacrifice  it  to  a  foreign  interest  that  does  not  support  the 
American  economy. 

And  finally,  the  flower  industry,  unlike  other  major  agricultural 
and  industrial  groups,  has  no  powerful  nor  well  funded  lobbying 
group  wielding  power  on  our  behalf  throughout  the  halls  and 
hearing  rooms  of  the  nation's  capital.  We  have  only  ourselves,  and 
our  willingness  to  take  the  only  action  open  to  us.  That  action  is 
to  take  our  testimony  to  you,  our  elected  representatives,  in  our 
belief  that  you  will  act  with  informed  intelligence  on  our  behalf. 

Thank  you  for  your  attention  to  our  testimony. 

Respectfully  submitted, 

'    Francis  Aebi  Sr.         Lina  Aebi  Hale         Francis  Aebi  Jr 


March  30,  1993 


LIST  OF  REFERENCED  MATERIALS  IN  TESTIMONY  OF  AEBI  NURSERIES 


From  Membership   Directory,   Roses   Inc.     Researchers 
Specializing  in  Rose  Research. 

Research  Progress  Report,  University  of  Minnesota 
Research  Progress  Report,  University  of  Calif.,  Davis 

Quote  Sheet,  Esprit  Miami,  week  of  Feb.  25,  1993,  Furnished  by 
Aspen  Enterprises,  Watsonville,  CA. 


*3  USITC  Publication  2178,  April  1989,  Competitive  conditions  in 
the  U.S.  and  World  Markets  for  Fresh  Cut  Roses.  Executive 
Siunmary,  pps   ix,  .x  and  xi. 

*4  Summary  of  U.S.  Cut  Flower  Grower  Loss  and  Importers  Share  of 
The  U.S.  Market.  Ornamental  Crops  National  Market  Trends. 
Bureau  of  Census  IM 145,  and  USDA  Floriculture  Crops. 

*5  Ornamental  Crops  National  Market  Trends,  Bureau  of  Census  IM 
145.  and  USDA  Floriculture  Crops. 

*6.   Publication  2597,  International  Trade  Commission.  Potential 

impact  on  the  U.S. Economy  and  Selected  Industries  of  the 

North  American  Free-Trade  Agreement,  Part  iv.  Chapter  30,  p. 2 


*7    Cut  Flower  Imports  Through  Dec.  1992.    Ornamental  Crops 
National  Trends  Report  for  1992- 
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Before  the 

SOBCOMMITTEE  ON  TRADE,  COMMITTEE  ON  WAYS  &  MEANS, 
O.S.  HOUSE  OF  REPRESENTATIVES 

March  11,  1993 
Washington,  D.C. 


Statement  of  the 
AMERICAN  TRUCKING  ASSOCIATIONS, 


SUPPLEMENTAL  AGREEMENTS  TO  THE  NORTH  AMERICAN  FREE 
TRADE  AGREEMENT 


INTRODUCTION  AND  SUMMARY 


The  American  Trucking  Associations  (ATA)  appreciates  the 
opportunity  to  comment  on  the  supplemental  agreements  to  the 
North  American  Free  Trade  Agreement  (NAFTA) . 

ATA  is  the  national  trade  association  of  the  trucking 
industry.   ATA  represents  more  than  30,000  trucking  companies  and 
suppliers  of  all  sizes  and  types  that  belong  to  ATA  or  its  51 
state  affiliates  and  10  specialized  national  affiliates.   The 
trucking  industry  employs  7.8  million  Americans,  accounts  for 
approximately  5%  of  gross  domestic  product,  and  plays  a  central 
role  in  the  competitiveness  of  U.S.  industry. 

From  the  trucking  industry's  perspective,  the  NAFTA  has  the 
potential  to  add  to  our  nation's  position  as  an  economic  super- 
power and  bring  jobs,  trade  and  economic  competitiveness  to  our 
continent  —  if  the  agreement  is  built  on  a  solid  and  equitable 
foundation.   However,  ATA  cannot  support  an  agreement  that  is  as 
inequitable  in  its  treatment  of  the  U.S.  trucking  industry  as  the 
current  NAFTA  is.   We  believe  it  is  essential  that  refinements  be 
made  to  the  NAFTA  trucking  provisions  to  ensure  that  U.S.  motor 
carriers  receive  fair  and  equitable  treatment. 

While  our  primary  concerns  may  not  easily  fit  into  the 
framework  of  the  proposed  supplemental  agreements  on  environ- 
mental and  labor  concerns  and  import  surges,  they  are  of  foremost 
importance  to  our  industry  and  will  significantly  impact  North 
American  trade  flows.   These  refinements  will  require  changes  in 
Mexican  law  but  can  be  accomplished  without  opening  the  treaty 
for  renegotiation  through  supplemental  trilateral  agreements, 
letters  of  clarification,  and  by  adding  clear  definitions  of 
terms  where  none  currently  exist. 

INEQUITY  IN  CURRENT  TRUCKING  INVESTMENT  PROVISIONS 

Our  primary  concern  with  the  NAFTA  is  the  inequity  in 
investment  provisions: 

o    Today,  and  for  more  than  a  decade,  Mexicans  have  been 
permitted  to  own  a  non-controlling  interest  in  U.S. 
domestic  and/or  international  trucking  companies. 
Under  the  NAFTA,  Mexicans  continue  to  have  those  rights 
while  U.S.  carriers  are  never  granted  investment  rights 
in  Mexican  domestic  trucking  companies. 
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o    The  NAFTA  provisions  preclude  U.S.  citizens  from  having 
100%  ownership  rights  in  a  Mexican  international 
trucking  company  for  ten  years  —  while  Mexican 
carriers  have  100%  investment  rights  in  U.S.  companies 
in  only  3  years. 

Our  concerns  are  compounded  by  the  fact  that  there  are  very 
few  trucking  companies  that  can,  in  practical  terms,  have 
exclusively  international  operations  without  at  least  some 
domestic  component.   Therefore,  by  limiting  investment  oppor- 
tunities to  exclusively  international  companies,  the  NAFTA 
creates  few  opportunities  for  U.S.  carriers  to  establish 
independent  operations  in  Mexico. 

As  a  result,  shippers  exporting  to  Mexico  will  lack  the 
reliability,  assurances,  and  quality  of  service  they  are  afforded 
through  sophisticated  systems  such  as  cargo  satellite  tracking 
and  tracing  and  electronic  invoicing  that  they  have  long  expected 
from  U.S.  carriers.   These  technologies  are  not  yet  readily 
available  in  Mexico  and,  by  restricting  shipper  access  to  these 
innovations,  the  NAFTA  trucking  provisions  stand  to  critically 
impede  the  crossborder  trade  flow.   And,  as  important,  these 
provisions  give  Mexican  carriers  a  competitive  advantage  over 
U.S.  carriers. 

Furthermore,  many  will  argue  that  U.S.  jobs  will  be  lost  to 
Mexico  as  a  result  of  the  NAFTA.   If  the  trucking  investment 
provisions  remain  as  one-sided  as  they  currently  are  and,  as  a 
result,  U.S.  trucking  companies  suffer  from  lost  opportunities  in 
Mexico  and  potentially  lose  business  to  Mexican  trucking 
companies,  jobs  will  most  certainly  be  lost. 

Recommendation : 

The  investment  provisions  should  be  reciprocal  in  terms  of 
timeframe  and  opportunities.   The  NAFTA  should  include  a  letter 
of  clarification  that  defines  an  international  carrier  as  a 
carrier  that  moves  a  majority  of,  rather  than  exclusively, 
international  cargo.   The  definition  would  refer  back  to  Annex  1  - 

Mexico  in  Volume  2  of  the  NAFTA,  page  I-M-70  and  would  read  as 
follows: 

"An  enterprise  established  or  to  be  established  to  provide 
truck  services  for  the  transportation  of  international  cargo 
between  points  in  the  territory  of  Mexico  shall  include  an 
enterprise  in  which  the  majority  of  the  cargo  it  transports 
is  international  in  character." 


REMOVE  CURRENT  BARRIERS  TO  DSED  EQUIPMENT 

We  also  have  concerns  regarding  restrictions  on  the  type  of 
trucking  equipment  U.S.  carriers  will  be  able  to  use  in  Mexico. 
Due  to  the  15-year  restriction  on  the  importation  of  used  U.S. 
trucking  equipment  into  Mexico,  U.S.  carriers  will  be  required  to 
use  either  Mexican  equipment  or  purchase  and  import  new  equipment 
for  use  in  their  operations  in  Mexico. 

Recommendation : 

A  letter  of  clarification  should  be  attached  to  the  NAFTA 
making  the  following  exceptions  to  allow  U.S.  motor  carriers  to 
import  high-quality  used  vehicles  into  Mexico  for  three  limited 
purposes: 

o    to  lease  to  Mexican  carriers  which  have  an  interline, 
partnership  or  other  operating  arrangement  with  the 
U.S.  carrier; 
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o     to  sell  to  such  a  Mexican  carrier; 

o  once  the  entry  and  investment  restrictions  (pertaining 
to  Mexican  international  carriers)  in  Mexico  are  eased, 
for  use  in  a  U.S.  carrier's  Mexican  operations  or  that 
of  its  Mexican  subsidiary. 

CREATE  HARMONIZATION  OF  USE  OF  53-FOOT  TRAILERS 

Furthermore,  53-foot  trailers  continue  to  be  prohibited  in 
Mexico.   And,  without  the  ability  to  use  53-foot  trailers,  the 
trailer  of  choice  for  shippers  and  carriers  in  the  U.S.  and  in 
Canada,  we  will  be  required  to  continue  transloading  freight  at 
the  border  onto  Mexican  48-foot  trailers.   This  is  an  inefficient 
and  costly  way  to  conduct  business  and  it  will  effectively  shut  a 
large  number  of  carriers  out  of  the  crossborder  freight  market. 

Recommendation : 

Given  that  45  of  the  48  contiguous  states  and  half  of  the 
Canadian  provinces  allow  53-foot  trailers,  Mexican  law  should  be 
revised  to  allow  53-foot  trailers  on  designated  highways.   We 
must  ensure  that  any  "equipment  of  choice"  in  one  country  is  not 
restricted  from  operating  in  neighboring  countries,  creating  non- 
tariff  trade  barriers. 


INSURE  COMPETITION  FOR  SMALL  PACKAGE  DELIVERY 

Finally,  we  wanted  to  make  you  aware  that  the  Office  of  the 
Secretary  of  Communications  and  Transportation  in  Mexico  recently 
proposed  new  regulations  which  would  reserve  a  monopoly  on  the 
handling  of  small  packages,  both  domestic  and  international,  for 
the  Mexican  postal  service.   These  restrictions  appear  to  be  in 
direct  contradiction  of  the  spirit  of  the  proposed  NAFTA,  which 
allows  U.S.  carriers  to  transport  international  freight. 

Recommendation: 

The  proposed  Mexican  regulations  should  not  be  adopted  and, 
if  necessary,  the  right  of  private  small-package  carriers  to 
operate  in  Mexico  should  be  spelled  out  in  the  NAFTA. 

ENHANCE  ENVIRONMENTAL  AND  LABOR  PROTECTIONS 

In  terms  of  the  already  proposed  supplemental  agreements, 
there  are  two  important  provisions  we  ask  you  to  include  in  the 
environment  and  labor  agreements: 

o    Use  of  Clean  Diesel:   U.S.  law  recognizes  low-sulfur 
"clean  diesel"  as  an  alternative  fuel  meeting  the 
strict  air  quality  standards  of  the  Clean  Air  Act. 

Recommendation: 

The  environmental  supplemental  agreement  should  ensure 
that  clean-diesel  vehicles  are  permitted  in  Mexico  and 
that  the  sale  and  use  of  clean  diesel  fuel  is  not 
prohibited. 

o    Truck-driver  Training:   The  U.S.  trucking  industry  is 
currently  experiencing  a  shortage  of  qualified  truck 
drivers. 
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Recommendation : 

The  labor  supplemental  agreement  should  include  a 
program  and  funding  for  American  workers,  who  have  lost 
jobs  as  a  result  of  NAFTA  job  displacement,  to  be 
retrained  as  truck  drivers. 


CONCLUSION 

These  issues  must  be  resolved  if  the  NAFTA  is  to  be  fair  and 
equitable  and  result  in  an  efficient  and  competitive  North 
American  transportation  system.   The  success  of  the  NAFTA  hinges 
on  the  ability  to  move  the  increasing  amount  of  freight  generated 
by  trade  liberalization.   Trucks  are  the  predominant  mode  moving 
that  crossborder  freight. 

The  changes  we  are  requesting  reflect  that  reality  and  make 
good  business  sense  for  shippers  and  carriers  alike.   We  ask  our 
government  to  anticipate  these  needs  rather  than  be  forced  to 
react  once  it's  evident  that  the  NAFTA  has  impeded,  rather  than 
facilitated  crossborder  freight  transportation. 

ATA  supports  the  concept  of  a  NAFTA  and  if  our  governments 
are  able  to  make  these  adjustments,  then  they  will  have  our 
enthusiastic  support.   Absent  this  kind  of  agreement,  U.S.  motor 
carriers,  shippers,  investors  and  —  most  important  —  consumers 
will  fail  to  get  the  benefits  that  NAFTA  is  intended  to  provide. 
Without  these  changes,  our  industry  may  be  forced  to  oppose  the 
agreement  outright. 
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COMMENTS  OF  THE  ASSOCIATION  OF  NORTH  AMERICAN 

TILE  MANUFACTURERS  IN  SUPPORT  OF  A  FREE  TRADE  AGREEMENT 

ON  THE  SUPPLEMENTAL  AGREEMENTS  TO  THE  NAFTA 


These  comments  are  submitted  on  behalf  of  the  Association  of  North  American  Tile 
Manufacttirers  in  Support  of  a  Free  Trade  Agreement  ("  ANATM").  ANATM  is  an  organization 
formed  to  support  the  successful  negotiation  and  implementation  of  the  North  American  Free 
Trade  Agreement  ("NAFTA")  and  seek  the  favorable  treatment  of  ceramic  tile  thereunder. 
ANATM  represents  approximately  30%-35%  of  U.S.  domestic  production  of  ceramic  tile.  In 
addition,  ANATM  represents  100%  of  Mexican  ceramic  tile  production,  including  all  the  major 
Mexican  ceramic  tile  manufacturers  and  exporters,  including  Ceramic  Regiomontana,  Azulejos 
Orion,  S.A.,  Ladrillera  Monterrey,  S.A.,  and  Industrias  Intercontinental,  S.A.  of  Monterrey, 
Mexico,  and  Intemacional  de  Ceramica,  S.A.  of  Chihuahua,  Mexico,  Vitromex,  S.A.  of  Saltillo, 
Mexico,  and  Ceramica  Santa  Julia  and  Porcelanite,  S.A.  of  Mexico  City.  In  addition,  ANATM 
represents  over  200  companies  throughout  the  United  States  involved  in  the  distribution  of 
ceramic  tile. 

ANATM  strongly  believes  that  the  text  of  the  NAFTA  itself  should  not  be  altered  in  any 
way  by  any  discussions  regarding  supplemental  agreements.  In  fact,  the  discussions  currently 
underway  should  not  be  considered  negotiations  at  all;  rather,  they  should  be  viewed  as 
discussions  which  will  result  in  "accords  of  cooperation  and  collaboration,"  to  quote  Jaime  Serra 
Puche.  ANATM  fully  supports  the  statements  issued  by  the  Clinton  Administration  that  the 
NAFTA  text  itself  will  remain  intact,  and  in  particular  that  individual  tariff  provisions  will  not 
be  renegotiated.  ANATM  fears  that  any  effort  at  tinkering  with  provisions  of  the  Agreement 
itself  will  inevitably  lead  to  the  unraveling  of  the  entire  deal,  which  would  be  harmful  to  all 
sectors  of  the  U.S.  and  Mexican  economy. 

Under  the  NAFTA,  there  is  certain  to  be  a  net  gain  in  U.S.  employment,  investment  and 
consumption.  More  than  7.5  million  jobs  are  currently  attributable  to  exports,  2.1  million  of 
which  are  the  result  of  trade  with  Canada  and  Mexico.  Over  600,000  Americans  are  now 
employed  due  to  U.S.  exports  to  Mexico,  and  this  number  should  grow  to  one  million  by  1995. 
More  than  1.5  million  Americans  are  employed  in  jobs  related  to  U.S.  exports  to  Canada. 
These  figures  indicate  that  as  exports  to  Mexico  and  Canada  increase  under  the  NAFTA, 
employment  will  rise  as  well. 

While  there  is  likely  to  be  some  shift  in  production  under  the  NAFTA,  in  many 
instances,  this  shift  would  occur  in  any  event,  and  without  the  NAFTA,  jobs  are  more  likely  to 
move  further  abroad  that  Mexico.  Locating  production  facilities  in  the  Far  East  often  presents 
an  attractive  alternative  to  producers,  but  this  choice  provides  no  countervailing  benefit  in  the 
United  States.  It  is  far  preferable  that  companies  which  plan  to  relocate  their  operations  in  any 
event  move  to  Mexico,  since  Mexican  consumers  already  spend  a  great  deal  of  money  on  U.S. 
products,  and  are  likely  to  increase  consumption  of  U.S.  goods  significantly  under  NAFTA. 

Even  more  importantly,  history  shows  that  companies  do  not  migrate  to  the  extent  wage 
differentials  might  suggest.  Labor  cost  is  not  the  only  factor  which  companies  must  take  into 
consideration  in  determining  the  optimal  location  for  their  facilities,  and  many  countries, 
including  Mexico,  which  offer  relatively  low  wage  rates  present  other  problems  which  may 
completely  offset  any  benefit  of  those  rates.  In  any  case,  the  trade  liberalization  under  the 
NAFTA  will  be  phased  in,  thus  providing  U.S.  businesses,  and  the  labor  force,  the  opportunity 
to  adjust  to  the  changing  trade  regime. 
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This  discussion  is  not  meant,  however,  to  ignore  the  plight  of  those  individuals  who  may 
be  displaced  from  their  jobs  as  a  result  of  the  shift  in  jobs  caused  by  the  NAFTA.  These 
individuals  will  require  labor  retraining.  It  will  also  be  necessary  to  provide  aid  to  the 
communities  most  significantly  affected  by  the  shift  in  jobs.  In  order  to  assist  these  people, 
ANATM  believes  that  the  Trade  Adjustment  Assistance  Program  should  be  combined  with  the 
Economic  Dislocation  and  Worker  Adjusted  Assistance  Programs,  which  can  effectively  address 
these  problems. 

ANATM  also  believes  that,  since  the  NAFTA  will  be  beneficial  to  the  country  as  a 
whole,  the  Worker  Adjustment  Program  should  not  be  funded,  in  whole  or  in  part,  by  fees  on 
exports  and  imports.  Funds  for  programs  like  worker  adjustment  should  be  drawn  from  the 
same  funds  used  for  the  retraining  of  worken  who  lose  their  jobs  as  a  result  of  other  events, 
such  as  cuts  in  defense  production  or  technological  advances  which  render  certain  jobs  obsolete. 

With  respect  to  the  proposed  supplemental  agreement  on  the  environment,  experience 
shows  that  environmental  awareness,  and  the  ability  to  implement  effective  environmental 
programs,  increases  as  the  overall  economic  well-being  of  a  society  grows.  This  experience 
indicates  that  environmental  concern  and  action  in  Mexico  will  grow  with  economic  progress, 
and  it  is  this  very  progress  which  will  come  about  in  part  as  a  result  of  the  NAFTA.  In  many 
ways,  therefore,  the  NAFTA  is  one  of  the  best  ways  that  we  can  encourage  sound  environmental 
policies  in  Mexico. 

It  is  nonetheless  important  that  legitimate  environmental  concerns  be  addressed  in  a 
responsible  manner  at  this  time,  or  the  NAFTA  may  well  perish.  These  concerns  should  not, 
however,  be  addressed  through  the  imposition  of  punitive  tariffs  on  goods  traded  between  the 
United  States  and  Mexico.  For  example,  ANATM  opposes  suggestions  that  the  United  States 
impose  countervailing  duties  on  Mexican  exporters  who  fail  to  comply  with  pollution  control 
mandates  imposed  on  U.S.  factories.  Rather,  any  supplemental  agreement  regarding  the 
environment  should  focus  on  the  improved  enforcement  of  environmental  laws  and  regulations 
in  Mexico,  many  of  which  are  already  quite  strong. 

In  addition,  citizens  and  interest  groups  must  be  given  a  mechanism  through  which  to 
voice  concerns  regarding  the  environment,  and  there  should  be  prompt  public  response  to 
legitimate  complaints.  The  U.S.  executive  should  also  designate  an  official  who  will  deal 
exclusively  with  environmental  concerns  growing  out  of  the  NAFTA.  Another  critical  area  will 
be  the  development  of  an  effective  dispute  settlement  procedure  in  order  to  curb  the  impulse  to 
take  retaliatory  action.  The  U.S. -Canada  dispute  settlement  panel  process  should  serve  as  a 
model  in  this  effort. 

On  the  subject  of  import  surges,  ANATM  believes  that  an  additional  safeguards  accord 
is  unnecessary.  The  NAFTA  text  already  includes  effective  safeguards  provisions:  Chapter  8 
contains  a  generic  safeguards  provision,  and  special  safeguards  are  included  for  certain 
agricultural  products  and  for  textile  and  apparel  items.  We  believe  these  provisions  are  fuUy 
adequate  to  address  any  import  surges  which  might  result  from  the  implementation  of  NAFTA. 

We  hope  that  the  Administration  will  address  the  issues  of  labor,  the  environment,  and 
import  surges  without  undermining  the  text  of  the  Agreement  already  in  place.  ANATM 
strongly  supports  the  NAFTA,  and  hopes  that  the  Administration  will  be  faithful  to  its  promises 
to  keep  the  current  NAFTA  deal  intact. 


Respectfully  submitted, 

Steven  P.  Kersner  ^  ^ 

Claudia  G.  Pasche 
Counsel  for  ANATM 

Brownstein  Zeldman  and  Lx)re,  P.C. 

1401  New  York  Avenue,  N.W. 

Suite  o^O 

Wash- Eton,  D.C.  20005 

(202)  879-5752 
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I  deeply  appreciate  the  opportunity  to  offer  these  comments 
about  the  NAFTA ' s  fatal  flaws  as  presently  drafted.  I  have 
recently  published  a  detailed  35  page  analysis  of  the  NAFTA  text 
which  the  Committee  has  received.  My  purpose  here  is  to  highlight 
in  an  objective  way  the  content  of  those  major  Chapters  of  the 
text  which  could  turn  the  agreement  from  an  opportunity  into  a 
morass  of  contentious  issues. 

There  can  be  no  disagreement  by  the  American  people  with  the 
objective  of  imcreasing  U.S.  international  trade.  But,  the 
authors  of  the  NAFTA  text  offer  no  strategic  rationale  for  it. 
Neither  does  it  address  itself  to  the  sole  test  of  any  trade 
agreement--does  it  contribute  to  the  improvement  in  the  standard 
of  living  of  most  Americans? 

This  commentary  will  deal  only  with  the  key  defects,  though 
most  of  the  text  requires  a  broad  revision  and  tightening  by 
providing  close  scrutiny  over  insuring  Mexican  understanding  and 
compliance  by  their  national  and  local  authorities. 

LABOR 

For  example,  the  U.S.  Labor  Department  justified  NAFTA  on 
the  basis  that  it  would  provide  modest  U.S.  job  gains.  Yet, 
econometric  measurements  taken  to  establish  that  advantage  remain 
suspect.  Moreover,  one  private  projection,  (Economic  Policy 
Institute)  suggested  job  losses  will  result.  The  conclusion  at 
present  can  only  be  that  NAFTA  neither  significantly  adds  U.S. 
jobs  or  costs  them;  no  standard  of  living  plus  for  Americans,  now 
or  later. 

ENVIRONMENT 

The  NAFTA  makes  no  estimate  of  the  cost  of  environmental 
cleanup,  either  to  Mexico  or  to  the  U.S.  Not  until: 

1.  specific  program  details  are  offered, 

2.  a  cost/effective  analysis  provided  and 

3.  a  method  of  financing  the  program  worked  out, 
should  the  program  be  approved. 

Environmental  cleanup  is  essential,  but  must  be  related  to 
the  willingness  and  ability  of  the  Parties  to  manage  the 
obligation.  Perhaps,  as  some  have  suggested,  funds  could  flow 
from  amortizable  loans  from  a  Hemisphere  Development  Bank.  But 
any  decision  must  be  related  to  the  public's  growing  demand  for 
spending  reduction,  and  whether  it  is  a  cost/effective  ingredient 
of  an  expanding  standard  of  living  in  the  United  States. 
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U.S.  INDUSTRY  ACCESS  TO  MEXICO 

It's  wrong  to  believe  that  NAFTA  confers  on  U.S.  business  an 
exclusive  position  in  Mexico.  When  that  country  acceded  to  the 
GATT  in  1986  Mexico  was  required  to  extend  Most  Favored  Nation 
treatment  to  all  nations  upon  request,  and  obligated  it  to  reduce 
its  previous  enormously  high  tariff  schedule  to  a  20%  and  10% 
program.  Equal  access  to  the  NAFTA  concessions  is  open  to  all 
nations  on  a  comparable  basis  to  NAFTA  members.  If  they  fail, 
they  could  be  faced  with  a  formal  complaint  to  the  GATT  by  a 
Party  seeking  equal  treatment. 

The  U.S.  leadership  must  develop  a  strategy  to  deal  with 
anticipated  competition  in  Mexico  from  other  GATT  countries.  Such 
competition  would  include  supplying  Mexico  with  products, 
establishing  plants  in  Mexico  to  serve  U.S.  markets  and  to 
providing  financial  investment. 

It's  wrong  to  continue  referring  to  NAFTA  as  a  "free  trade" 
agreement.  The  text  clearly  provides  controls  over  virtually  all 
aspects  of  trade,  cartelizes  markets  in  Mexico  and  expands 
government  regulations.  To  its  credit,  U.S.  leadership  has 
already  accustomed  itself  to  understand  that  NAFTA,  as  with  most 
international  agreements,  will  be  reached  by  negotiation  based  on 
historic  government-to-government  bargaining.  "Free  trade"  and 
"protectionist"  forces  both  have  always  been  integral  parts  of 
such  agreements. 

RULES  OF  ORIGIN 

Chapter  4  of  the  text  consumes  193  pages  designed  to  explain 
the  rules.  Aside  from  the  almost  overpowering  mathematical 
formulae  for  computing  product  origins  this  Chapter,  they  will 
present  a  most  formidable  task  for  both  U.S.  and  Mexican 
authorities  for  NAFTA  members.  Complicating  the  matter  further, 
however,  is  the  U.S.  Chamber's  acknowledgement  that  NAFTA  "would 
help  Mexico  attract  new  investment,  and  would  also  mean  new 
competition  for  U.S.  owned  operations  across  the  region  from 
foreign-owned  firms. 

President  Salinas  stated  in  a  recent  Los  Angeles  Times 
interview,  "In  a  sense  the  whole  point  for  Mexico  is  to  be  able 
to  export  goods  not  people."  In  effect,  he  has  publicly  invited 
all  foreign  countries  to  start,  or  expand,  their  production  in 
Mexico.  While  pushing  for  NAFTA  acceptance,  he  clearly  implied 
that  easy  access  to  U.S.  markets  combined  with  low  wages,  cheap 
land  and  low  tax  costs  for  now  should  appeal  universally. 
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U.S. -MEXICAN  TRADE 

It's  worth  recalling  that,  without  any  formal  agreement,  the 
annual  rate  of  growth  of  U.S.  exports  to  Mexico  for  the  past  6 
years  since  the  accession  of  Mexico  to  the  GATT  has  been  21%;  a 
greater  growth  rate  than  with  any  other  nation  or  trading  bloc. 
Current  estimates  of  U.S.  export  growth  in  1992  and  1993  already 
exceed  projections  offered  by  the  USTR  for  1997  without  NAFTA. 
U.S.  trade  deficit  of  $5.7  billion  in  1987  was  turned  into  a 
surplus  of  $2.1  by  1991  with  the  prospect  of  a  double  digit 
surplus  in  2-3  years. 

Most  corporate  CEOs  understand  full  well  that  such  a  pace 
cannot  be  permanently  sustained.  As  might  be  expected,  rumors  are 
rife  that  Mexico  may  well  be  unable  to  stem  the  tide  of  a  rapidly 
growing  deficit  with  the  U.S.  and  devalue  the  peso.  Mexico's  long 
history  of  economic  instability  and  radical  shifts  in  peso 
valuation  must  be  taken  into  account  in  reviewing  the  need  for  a 
Hemisphere  Development  Bank  for  two  purposes:  the  first  is  to 
stabilize  the  peso,  and  the  second  is  to  provide  funds  to  Mexico 
to  finance  environmental  improvements. 

NATIONAL  TREATMENT 

Part  Two,  Chapter  3  declares  that  "Each  Party  shall  accord 
national  treatment  to  the  goods  and  services  of  another  party  in 
accordance  with  Article  III  of  the  GATT."  Left  to  the  Mexican 
government  is  the  responsibility  to  interpret,  then  write  and 
finally  enforce  the  published  rules;  a  ready-made  invitation  for 
the  flawed  dispute  settlement  procedure  to  kick-in. 

U.S.  INTERNATIONAL  TRADE  STRATEGY 

Missing  is  any  U . S . internat ional  strategic  trading  vision  in 
which  the  NAFTA  becomes  an  integral  part.  If  it  is  a  move  toward 
a  broad  Western  Hemisphere  trading  bloc,  led  by  the  U.S., 
additional  Latin  American  countries  do  not  increase  U.S. 
international  bargaining  power  by  any  meaningful  measure.  The 
U.S.  now  accounts  for  70%  of  the  Hemisphere's  population,  80%  of 
its  Gross  Domestic  Product  and  90%  of  its  annual  purchasing 
power . 

Two  underlying  principles  of  such  a  plan  or  vision  would 
need  to  be  satisfied.  The  first  would  be  to  satisfy  the  vast 
commercial  needs  of  those  third  world  countries  in  Latin  America 
until  they  can  become  important  consumers.  Next,  such  a  plan 
would  not  compromise  America's  ability  to  exercise  international 
economic  leadership  opportunities.  If  such  a  plan  has  been 
detailed  it  should  now  be  made  a  part  of  the  public  debate--with 
special  emphasis  on  how  the  plan  improves  the  U.S.  standard  of 
1 iv  ing  . 


DISPUTE  SETTLEMENT 

Chapter  19  (Article  1904.2)  deals  with  dispute  settlement  in 
antidumping  and  countervailing  duty  matters.  The  former  USTR 
claimed  that  the  U.S.  need  not  change  any  of  its  laws  to  conform 
with  the  NAFTA-sanctioned  panel  review.  But,  a  U.S.  exporter  has 
few  advantages.  A  foreign  company  enjoys  transparency  under  U.S. 
law  and  the  right  to  appeal  to  an  independent  judiciary.  But  a 
U.S.  company  found  to  be  dumping  by  the  Mexican  government  and 
agreed  to  by  a  panel  has  no  right  to  further  review.  To  expect  a 
U.S.  company  to  submit  to  such  a  proceeding  does  violence  to  the 
entire  concept  of  U.S.  trade  law. 

It  is  wrong  to  believe,  as  stated  by  the  former  U.S.  Trade 
Representative,  that  the  United  States  Congress  would  not  be 
required  to  "conform"  laws  which  were  found  to  be  GATT  or  NAFTA 
illegal.  The  MAFTA  concept  and  text  closely  parallels  the  Dunkel 
Draft  "binding  arbitration"  language  for  dispute  settlement  which 
clearly  substitutes  supra-national  Geneva  made  decisions  for  U.S. 
trade  laws.  For  example,  both  envision  liquidation  of  U.S.  trade 
laws,  (subsidy/countervail  and  subsidy  statutes)  in  favor  of 
accepting  an  international  panel  decision. 

Chapter  20  of  the  NAFTA  procedures  text  (Annex  2004.1),  as 
agreed  to  by  the  USTR,  would  permit  Mexico  or  Canada  as  a 
"winner"  in  a  panel  decision  to  retaliate  in  the  same  or  another 
sector  if  necessary  to  carry  out  the  panel's  decision.  As  a 
practical  matter  Mexico  could  challenge  existing  and  proposed 
environmental  or  consumer  laws  as  non-compliant  with  NAFTA  rules. 
Such  "star  chamber"  proceedings  would  override  provisions  of  the 
U.S.  Constitution  which  guarantees  states  rights  and  which 
establishes  separation  among  branches  of  government. 

Article  2012  states  that  "the  panel's  hearings, 
deliberations  and  initial  report,  and  all  written  submissions  to 
and  communications  with  the  panel  shall  be  confidential."  Indeed, 
under  Article  2004,  NAFTA  panels  may  meet  away  from  the  glare  of 
public  hearings  and  the  content  of  panel  reports  need  not  ever  be 
published.  If  so,  only  governments  may  receive  those  confidential 
decisions,  presumably  to  put  them  on  notice  that  a  change  in 
their  statutes  may  be  required. 

The  NAFTA  text  highlights  a  discreet  and  fundamental  legal 
dilemma.  Because  the  U.S.  embraces  the  English  common  law  concept 
of  statute  writing,  and  Mexico  reflects  the  imprint  of  the 
Napoleonic  Code,  no  common  body  of  law  would  exist  in  the  NAFTA 
dispute  settlement  procedures.  The  way  is  left  open  for  NAFTA  to 
evolve  its  own  legal  foundation,  and  Article  20  makes  no 
reference  to  national  precedents.  Thus  each  panel  would  be 
permitted  to  write  and  shape  international  (Hemispheric  at  least) 
law  as  their  free  spirits  direct. 
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In  sum,  Chapter  20  does  violence  to  U.S.  trade  laws  and 
needs  a  thorough  exposure  to  close  scrutiny  before  its  provisions 
can  be  made  acceptable. 

INVESTMENT  SERVICES 

There  is  a  provision  in  Article  1103  (Chapter  11  of  PART 
FIVE)  mandating  Most  Favored  Nation  treatment  to  a  Party,  or  a 
non-Party,  and  has  its  own  dispute  settlement  procedures, 
(Articles  1115  through  1137).  A  tribunal  of  three,  one  each  from 
the  disputants,  and  one  appointed  by  the  Secretary  General  of 
NAFTA  will  decide  the  case  and  its  decision  is  final.  Account  is 
to  be  taken  by  the  panels  of  the  principles  of  international  law, 
not  GATT  rules,  and  enforcement  is  left  to  each  Party.  Surely, 
the  importance  of  investment  makes  mandatory  a  complete 
examination  and  overhaul  if  it  is  to  satisfy  U.S.  companies 
willing  to  continue  to  invest  in  Mexico. 

One  important  example  of  the  NAFTA ' s  lack  of  progress  is  the 
U.S.  surface  transportation  industry  which  is  offered  little  more 
than  increased  trucking  business.  Despite  Mexico's  need  for 
investment  capital,  U.S.  citizens  are  not  permittted  to  own  an 
equity  interest  in  any  domestic  trucking  company,  used  trucking 
equipment  may  be  leased  to  Mexican  operators  but  not  be  imported, 
UPS  small  package  delivery  system  is  not  permitted,  the  Mexican 
value  added  tax  discr imminates  against  U.S.  carriers  and  Mexican 
income  taxes  fail  to  treat  motor  carriers  as  compared  to  other 
carriers . 

In  addition,  Mexico  bans  100%  ownership  by  Americans  of 
terminals  or  warehouses,  has  failed  to  provide  reciprocity  in 
issuance  of  drivers  licenses,  does  not  offer  comparable  advanced 
driver  drug  and  alcohol  testing  nor  harmonization  of  size  and 
weight  standards.  A  major  blow  to  surface  transportation  is  the 
requirement  that  modern  and  efficient  53  foot  equipment  must  be 
off-loaded  at  the  border  and  transferred  to  a  domestic  carrier. 

A  second  significant  industry  that  is  seriously  hampered  in 
its  opportunities  to  invest  in  Mexico  is  the  petrochemical 
industry.  Aside  from  the  waffling  in  connection  with  the  possible 
privatizing  of  state  owned  oil  company,  Pemex ,  9  major  feedstocks 
( e . g . methane ,  butane,  propane,  hexane )  are  reserved  to  Mexico 
under  Article  27  of  its  Constitution.  Not  even  joint  ventures  are 
authorized--a  severe  defect  in  income  production  for  the  Mexican 
government  since  the  U.S.  industry  ranks  at  the  top  of  such 
technology  in  the  world.  Unfair?  Yes.  But  such  a  policy  denies 
Mexico  of  much  needed  foreign  revenue,  as  with  Pemex  under  its 
present  management. 
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FINANCIAL  SERVICES 


Chapter  14  describes  the  NAFTA  objective  as  the  free  flow  of 
financial  services  throughout  North  America.  The  fine  print 
leaves  gaping  holes  in  administration. 

Mexico  reserves  the  right  to  to  impose  "market  share"  limits 
both  on  individual  companies  and  on  total  size  of  foreign 
investment  until  at  least  2000,  and  perhaps  as  late  as  2007.  So 
far  as  banking  is  concerned,  the  six  largest  Mexican  banks  are 
off  limits  to  any  country  for  acquisition.  NAFTA  authorizes,  but 
does  not  mandate,  each  Party  to  "take  reasonable  prudential 
measures,"  in  connection  with  its  regulatory  proposals--all  will 
be  available  for  public  comment.  Curiously,  nothing  in  the  public 
record  suggests  Mexico's  view  of  banking  regulation  has  ever 
included  public  scrutiny.  No  administrative  provision  is  made  in 
NAFTA  to  insure  fully  candid  and  timely  performance  in  Mexico. 

Of  Constitutional  importance  is  the  NAFTA ' s  guarantee  that 
all  states  will  bring  all  of  its  regulatory  practices  in  banking 
and  insurance  into  conformance  to  some  yet-to-announced  common 
standard  which  presumably  the  U.S.,  Canada  and  Mexico  will  match. 
Such  a  guarantee  represents  a  commitment  the  U.S.  federal 
government  cannot  fulfill--the  Congress  and  the  President  cannot 
legislatively  subordinate  the  provisions  of  state  Constitutions 
to  the  federal  Constitution. 

INTELLECTUAL  PROPERTY 

President  Jack  Valenti  of  the  Motion  Picture  Association  of 
Amercan  has  made  a  powerful  case  against  the  provisions  of 
Chapter  17  of  the  text.  In  its  broadest  sense,  the  future  value 
to  the  U.S.  of  a  major  industry  like  intellectual  property-- 
foreign  sales  of  some  $34  billion  in  1990--has  suffered  from  a 
lack  of  understanding  in  the  NAFTA  text.  So  far  as  the  future  is 
concerned  the  record  of  intellectual  property  growth  stamps  it  as 
a  national  treasure  so  far  as  employment  and  future  earnings  are 
concerned 

In  copyrights,  Mexico  refuses  to  halt  the  inflow  of 
piratical  copies  of  protected  works  from  outside  the  free  trade 
area.  Canada  is  exempted  from  any  restraint  on  the  free  flow  of 
material  by  barrier,  quota,  levy  or  exclusion. 

The  trademark  provisions  in  Mexico  are  shrouded  in 
confusion  and  diversity  of  legal  interprat ions  within  the  Mexican 
justice  system.  Despite  a  new  1991  industrial  property  law,  there 
is  an  absence  of  a  trademark  opposition  procedure.  Instead, 
Mexico's  nullity  procedure  is  presumed  to  be  an  equivalent 
procedure  beginning  with  the  trade  mark  level  with  an  opportunity 
to  a  District  Court  and  a  Circuit  Court.  Little  reason  exists  to 
have  confidence  in  the  fairness  of  the  Mexican  judicial  system 
based  on  experience  of  many  U.S.  legal  experts. 


As  matters  now  stand,  companies  in  each  of  the  three  NAFTA 
countries  could  register  the  same  trademark  for  the  same  goods 
and  still  encounter  problems  moving  product  across  border  because 
of  adversely  held  rights. 

Patent  provisions  are  contained  in  Chapter  17.  While  it 
provides  for  patentability  of  all  useful  and  new  product  and 
process  inventions  (Article  1709:2),  each  signatory  may  exclude 
such  inventions  if  their  commercial  exploitation  fails  to  protect 
public  morality;  fails  to  promote  human,  animal  or  plant  life  and 
health;  and  if  they  fail  to  avoid  serious  prejudice  to  nature  or 
the  environment  (Article  1709:3). 

Industry  representatives  ( ISAC  3  )  expressed  great  concern 
about  the  potential  for  Mexico  and  Canada  to  apply  these  NAFTA- 
sanctioned  exclusions  and  exclude  from  patentability  those 
inventions  accepted  in  the  U.S. 

GOVERNMENT  PROCUREMENT 

Chapter  10  represents  a  69  page  laundry  list  of  concessions 
which  could  only  emerge  after  a  decade  or  more  of  constant 
pressure.  Nothing  in  it  offers  any  provision  for  U.S.  industry  to 
complain  formally  for  an  absence  of  progress  in  Mexico,  for 
example,  except  for  a  filing  a  petition  with  the  State 
Department.  Those  loyalties  in  the  past  have  been  seen  by  most 
U.S.  businessmen  as  not  helpful.  No  special  consideration  if 
provided  for  American  small  business. 

ACCOUNTING  RULES 

The  NAFTA  authorizes  companies  in  each  Party  to  submit  vital 
financial  data  for  determining  costs  in  accordance  with  standard 
domestic  accounting  practices  (Article  201  of  Chapter  2).  Thus 
dispute  panels  may  accept  as  accurate  a  wide  variety  of 
questionable  and  perhaps  unreliable  data.  Without  a  single 
standard  of  reporting,  the  way  is  clear  for  deception,  errors  and 
fraud.  This  subject  is  complicated,  but  American  companies  should 
not  be  denied  U.S.  judicial  review  if  unrealistic  accounting 
reports  cause  damage  to  their  interests. 

TEMPORARY  ENTRY  FOR  BUSINESS  PERSONS 

Chapter  16  perpetuates  the  broad  abuse  of  \'isa  requirements 
established  by  the  U.S.  government,  very  much  in  the  current 
news.  It's  a  kind  of  reductio  ad  absurdum  Chapter  since  the 
Immigration  and  Naturalization  Service  has  a  scandalously  poor 
record  for  failing  to  enforce  the  law,  and  this  Chapter  merely 
opens  an  additional  loophole. 

A  Washington  Post  news  story  of  11/9/92  discloses  the  fact 
that  large  numbers  of  foreign  nationals  hiring  out  as  computer 
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programmers  and  analysts  are  paid  low  wages,  or  none,  and  never 
return  to  their  home.  The  Justice  Department  acknowledges  the 
problem  but  offers  no  solutions. 

In  summary,  the  evidence  clearly  represents  an  international 
trade  agreement  which  has, 

o  been  made  in  haste, 

o  fails  to  take  into  account  the  maturity,  stability  and 
customs  of  the  Mexican  nation, 

o  failed  to  project  accurately  the  need  for  the  NAFTA,  and 

o  raises  serious  questions  about  the  wisdom  of  establishing 
a  third  international  trading  bloc. 

The  NAFTA  demands  a  thorough  overhaul  of  its  concepts  and 
its  provisions,  in  all  Chapters,  not  just  those  described  here. 

See   Appendix    for    a    list   of    selected    articles    on 
international  trade,  by  Donald  W.  Bedell 
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APPENDIX   I 
Selected  articles  by  Donald  W.  Bedell 

1.  Electronic  News  feature  article  on  semi-conductor 
policy,  Sewptember,  1980. 

2.  American  Machinist,  feature  article  on  Machine  Tools, 
April,  1981. 

3.  The   Myth Ql Smcpt Hawlev.    Senator   John   Heinz, 

Congressional   Record,  May  1983. 

4.  European  Machine  Tool  Study,  U.S.  International  Trade 
Commission,  #1428,  September  1983. 

5.  New  York  Times  letter  to  the  editor.  Futile  Smoot 
Hawlev.  was  not  the  cause  of  the  Great  Depression,  February, 
1984 

6.  The  Free  Trade  Hoax.  Senator  John  Heinz,  Congressional 
Record,  February  1986 

7.  Nationalism ilSij Economics. Wall   Street   Journal, 

rebuttal  to  Chairman  Greenspan  opposite  thesis,  August,  1986 

8.  Ihs. Myth ol Smoot Hawlev.    Senator   John   Heinz, 

Congressional  Record,  September,  1985. 

9.  The  Competitive  Hoax.  Senator  John  Heinz,  Congressional 
Record,  April,  1989 

10.  U.St — Economic — Security La an Exia ol Globalization. 

panel  discussion  U.S.  Business  Council,  October  1989 

11  •   Malaise  Americana  or  When Does  American  Get  Paid QLL 

for International Trade?   Senator   Ernest   Hollings,   July, 

1991,  Congressional  Record. 

12.  U,  S , — International  Trade  Under  New  Management.  Senator 
Ernest  Hollings,  February,  1992,  Congressional  Record. 

13.  Whither  the  GATT .  a  critical  Study  by  Bedell  Associates 
of  the  relevance  of  the  GATT  in  future  international  trade 
negotiation,  U.S.  Business  Council  Forum,  11  August  1992  at 
the  International  Club,  Washington. 

Documents  also  include  copies  of  some  25  appearances 
before  Congressional  Committees  on  the  subject  of 
international  trade. 
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STATEMENT  OF  REPRESENTATIVE  GEORGE  E.  BROWN,  JR.  (D-CA) 

March  11,  1993 

BEFORE  THE  SUBCOMMITEE  ON  TRADE 

THE  COMMITTEE  ON  WAYS  AND  MEANS 


I  want  to  thank  Chairman  Gibbons  for  scheduling  this  important  hearing.  I 
apologize  for  not  being  able  to  attend  this  hearing,  but  I  welcome  the  opportunity 
to  address  one  overlooked,  yet  very  important  element  of  NAFTA:  the  role  of 
science  and  technology  in  adjudicating  trade  disputes  under  the  North  American 
Free  Trade  Agreement. 

The  NAFTA  signals  a  new  era  in  international  relations  and  trade.  It  goes  beyond 
the  simple  creation  of  a  regional  trading  bloc.  Prior  trade  agreements,  such  as  the 
General  Agreement  on  Tariffs  and  Trade,  have  linked  the  economies  of  the 
industrialized  nations  or  have  codified  a  North/South  trade  relation.  NAFTA,  in 
stark  contrast,  could  result  in  the  comprehensive  integration  of  the  economies  of 
Canada,  Mexico,  and  the  United  States,  linking  countries  with  profoundly 
dissimilar  economies.  For  all  three  of  these  countries,  NAFTA  is  an  experiment- 
can  free  trade  energize  the  sustainable  economic  development  of  an  industrializing 
Mexico,  in  turn  leading  to  the  emichment  of  all  the  trading  partners? 

For  the  United  States,  NAFTA  is  the  acknowledgment  that  tomorrow's  major  new 
markets  will  not  be  found  among  the  G-7  countries.  These  markets  must  be 
created  in  the  developing  world.    If  we  believe  in  the  benefits  of  free  trade,  then 
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NAFTA  is  a  step  in  that  direction.  However,  NAFTA  goes  beyond  the  simple 
rules  about  how  goods  and  capital  will  flow  from  one  country  to  another.  In  an 
increasingly  global  environment,  comprehensive  trade  agreements  such  as  NAFTA 
will  reach  beyond  loading  docks  and  airport  hangars  into  workplaces, 
supermarkets,  and  homes.  NAFTA  will  affect  the  quality  of  our  lives  at  all  levels. 
We  need  to  learn  about  and  understand  how  NAFTA  will  affect  U.S. 
environmental  and  other  science-based  standards.  Although  the  current  provisions 
of  NAFTA  appear  not  to  impinge  on  a  nation's  or  state's  authority  to  enact 
environmental  and  health  standards,  NAFTA  does  establish  a  mechanism  whereby 
one  nation  can  challenge  another's  environmental  provisions  on  the  grounds  that 
they  are  unfair  barriers  to  trade.  NAFTA  will  allow  for  dispute  resolution  panels 
to  rule  whether  a  State  or  Federal  decision  to  bar  imports  should  be  overturned  on 
the  ground  that  they  were  discriminatory  or  failed  to  rely  on  scientific  evidence  or 
methodology. 

In  principle,  there  is  nothing  wrong  with  judging  the  effects  of  regulations  as  well 
as  their  intentions;  a  trade  barrier  does  not  become  less  harmful  because  it  is 
unintended.  Provisions  requiring  standards  to  be  based  on  scientific  principles  and 
not  maintained  against  scientific  evidence  seems  a  good  rationale.  However,  sound 
science  provisions  are  subject  to  interpretation.  How  much  science  evidence  is 
enough?  How  do  we  adjust  for  scientific  uncertainty?  What  is  scientific 
consensus?  As  this  Committee  is  aware,  the  only  thing  certain  about  scientific 
endeavor  is  that  it  is  uncertain. 

Regardless  of  scientific  uncertainty,  it  is  also  unclear  what  constitutes  "scientific 
justification."  While  science  can  evaluate  environmental  risk,  it  cannot  and  should 
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not  determine  how  society  should  trade  off  environmental  against  economic  and 
other  concerns.  Science  cannot  answer  questions  such  as  how  much  risk  is 
acceptable  to  a  population,  or  how  much  expense  is  justified  in  order  to  avoid  a 
particular  form  of  environmental  damage  or  a  particular  health  effect.  These  are 
questions  which  society  must  answer. 

The  Committee  on  Science,  Space,  and  Technology  held  a  hearing  on  this 
issue  o  September  30,  1992.  The  general  findings  of  the  hearing  were  that  the 
language  of  the  NAFTA  regarding  this  issue  is  vague  and  open  to  interpretation. 
Currently,  the  language  as  drafted  could  seriously  hamper  a  State  Government's 
ability  to  set  more  stringent  environmental,  health,  and  safety  standards  than  those 
set  by  the  Federal  Government.  During  our  hearing  it  was  evident  that  a  few 
simple  clarifications  in  the  language  would  afford  ample  protection  for  both  State 
and  Federal  regulations.  The  NAFTA  as  it  now  stands  could  have  far  longer- 
lasting  and  reaching  consequences  beyond  the  flow  of  goods  and  services.  I  want 
to  bring  this  important  regulatory  fact  of  the  NAFTA  to  my  colleagues'  attention. 


BEFORE  THE 

SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 


HEARING  ON  PROPOSED 

SUPPLEMENTAL  AGREEMENTS  TO 

THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 


STATEMENT  OF  THE  CALIFORNU  AVOCADO  COMMISSION 


The  following  statement  is  submitted  on  behalf  of  the  California  Avocado 
Commission  (the  "Commission")  pursuant  to  the  House  Ways  and  Means  Committee 
Subcommittee  on  Trade's  (Subcommittee)  request  of  February  25,  1993,  for  public 
comment  on  the  three  proposed  supplemental  agreements  to  the  North  American  Free 
Trade  Agreement  (NAFTA).   It  is  requested  that  this  statement  be  made  part  of  the 
official  written  record  of  the  Subcommittee's  hearing  on  the  proposed  supplemental 
agreements. 

The  Commission  is  organized  under  the  laws  of  the  state  of  California  and 
represents  the  more  than  6,500  avocado  growers  in  California.   California  is  responsible 
for  approximately  90%  of  total  U.S.  avocado  production,  the  remainder  produced  on  the 
East  Coast  of  Florida. 

The  Commission  is  broadly  responsible  for  conducting  advertising,  promotion  and 
public  relations  for  California  avocados  and  engaging  in  industry-related  activities  that 
help  improve  and  enhance  the  marketing  environment  for  California  avocados.   As  part 
of  this  responsibility,  the  Commission  works  actively  with  the  U.S.  government  and 
Congress  on  a  range  of  trade  policy  concerns,  including  close  involvement  in  U.S. 
bilateral  and  multilateral  efforts  relating  to  agriculture. 

The  Commission  has  been  actively  involved  in  negotiations  on  a  NAFTA  to 
ensure  consideration  of  the  many  concerns  of  the  California  avocado  industry  raised  by  a 
free  trade  agreement  with  Mexico.   These  include  the  effect  of  NAFTA  on  the  long- 
standing U.S.  phytosanitary  quarantine  on  the  seedweevil  and  fruit  fly  pests  found  in 
fresh  Mexican  avocados  and  the  anticipated  increase  in  U.S.  imports  of  Mexican 
avocados  as  a  result  of  the  elimination  of  U.S.  tariffs  on  fresh  and  processed  avocados. 

As  to  the  supplemental  agreements  being  proposed  by  the  Administration,  our 
primary  interest  is  that  the  supplemental  agreements  on  environment,  workers  rights  and 
import  surges  strengthen  the  enforcement  procedures  embodied  in  NAFTA  to  ensure 
strict  compliance  by  Mexico  of  the  standards  in  all  three  areas.   Of  particular  interest  is 
the  supplemental  agreement  on  import  surges  since  Mexico  is  the  world's  leading 
producer  of  avocados  and  a  real  threat  as  a  substantial  exporter  of  avocados  to  the 
United  States.   As  to  an  agreement  on  the  environment,  we  believe  stricter  compliance 
and  enforcement  requirements  for  Mexico  in  the  area  of  the  environment  will  have 
positive  repercussions  for  Mexico's  compliance  with  and  U.S.  enforcement  of  NAFTA's 
sanitary  and  phytosanitary  provisions  since  the  same  concerns  relating  to  enforcement 
and  compliance  with  environmental  measures  exist  in  the  area  of  sanitary  and 
phytosanitary  measures.   These  include  Mexico's  dedication  to  devoting  adequate 
resources  in  both  dollar  terms  and  professional  personnel  to  fully  carry  out  the 
commitments  of  the  NAFTA.   Finally,  we  would  support  an  agreement  on  worker  rights 
that  includes  stricter  compliance  requirements  given  that  Mexico's  substantial  avocado 
industry  is  heavily  dependent  on  cheap  and  cost-efficient  labor  to  sustain  its  price 
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competitiveness  in  the  international  market  place.   If  we  are  to  compete  in  our  domestic 
market  with  Mexico's  abundant  supply,  it  is  imperative  that  Mexican  growers  be  faced 
with  equivalent  labor  and  worker  rights  standards. 

Our  industry's  concern  and  deep  interest  in  a  good  NAFTA  agreement  comes 
from  our  unique  position  as  a  major  competitor  of  Mexican  avocados  in  world  markets 
and  the  fact  that  fresh  whole  Mexican  avocados  are  currently  denied  entry  into  the 
United  States  because  of  a  long-standing  and  fully  documented  phytosanitary  problem  in 
Mexico  with  the  seedweevil  pest  and  numerous  varieties  of  fruit  flies.   Throughout  the 
negotiations  we  have  worked  to  ensure  that  the  NAFTA  agreement: 

•  Protect  our  phytosanitary  quarantine  against  seedweevil  infestation 
and  infestation  of  fruit  flies  and  other  pests  from  Mexico  by 
ensuring  that  the  phytosanitary  quarantine  is  not  lifted  or  bargained 
away  for  market  access  concessions,  and 

•  Provide  for  the  elimination  of  U.S.  tariffs  on  fresh  and  processed 
avocados  over  the  longest  possible  phase-out  period  to  give  our 
industry  time  to  adjust  to  anticipated  increases  in  imports  from 
Mexico  in  both  fresh  and  processed  avocados. 

The  current  NAFTA  text  will  in  and  of  itself  not  weaken  the  U.S.  phytosanitary 
quarantine  on  fresh  avocados  since  the  Sanitary  and  Phytosanitary  (S&P)  text  does  not 
discipline  specific  phytosanitary  measures  maintained  within  the  NAFTA  region.   We 
applaud  our  negotiators  strong  stance  on  this  front  given  the  persistent  efforts  by 
Mexican  officials  to  negotiate  access  for  Mexican  avocados  and  a  lifting  of  the  U.S. 
quarantine. 

We  support  the  S&P  text's  commitment  to  scientific  principles,  to  upholding  the 
United  States'  right  to  maintain  strict  documented  phytosanitary  measures  to  protect  the 
safety  and  health  of  citizens  and  industries,  and  the  commitment  against  using 
phytosanitary  measures  as  disguised  trade  barriers.   We  also  support  the  principle  in 
NAFTA  that  places  the  burden  of  proof  on  the  country  asserting  that  a  particular  S&P 
measure  is  inconsistent  with  sound  scientific  principles.   Our  one  area  of  concern  is  that 
NAFTA  provide  for  sound  and  workable  mechanisms  to  ensure  compliance  and 
enforcement  with  the  S&P  terms.   This  is  of  particular  concern  given  the  U.S. 
Department  of  Agriculture's  recent  proposal  to  allow  fresh  Mexican  avocados  access  to 
Alaska  despite  the  documented  threat  to  our  industry  from  infectious  plant  pests  known 
to  infest  Mexican  avocados.   The  proposed  relaxation  of  the  current  quarantine  is  based 
on  the  Department's  unsupported  belief  that  there  is  no  threat  to  the  U.S.  avocado 
industry  since  Alaska  has  no  avocado  production  and  transshipments  to  the  mainland 
United  States  will  be  non-existent.   This  theory  puts  the  burden  on  USDA  rather  than 
Mexico.   The  issue  of  transshipments  poses  a  real  and  imminent  threat  to  our  industry 
unless  adequate  compliance  and  enforcement  mechanisms  are  in  place.   These  include 
sufficient  funding  for  border  inspections  and  staffing  of  APHIS  and  other  compliance 
bodies  by  both  the  U.S.  and  Mexican  governments. 

As  to  the  tariff  reduction  commitments  negotiated  in  the  NAFTA,  the  U.S.  tariff 
on  both  fresh  avocados  (13.2c/kg.)  and  prepared  or  preserved  avocados  (13.2c/kg.)  will 
be  eliminated  over  10  years;  and  the  U.S.  tariff  on  frozen  avocados  (17%)  will  be 
eliminated  over  five  years.   Our  industry  had  urged  that  U.S.  avocado  tariffs  be 
considered  extremely  import-sensitive  and  be  slated  for  reduction  over  the  15  year  time 
frame  provided  in  NAFTA  for  highly  import-sensitive  goods. 

Although  we  would  have  liked  to  have  seen  better  tariff  protection  for  avocados 
included  in  the  NAFTA  and  more  iron  clad  protection  for  the  U.S.  phytosanitary 
quarantine  on  Mexican  fresh  avocados,  we  understand  that  it  is  not  possible  to  re-open 
the  negotiations  on  these  and  other  sector-specific  issues  embodied  in  the  text  of  the 
agreement  wathout  leading  to  a  flurry  of  requests  to  re-negotiate  other  parts  of  the 
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agreement.   For  this  reason,  we  support  the  negotiation  of  supplemental  agreements  that 
include  more  rigorous  enforcement  and  compliance  measures.   We  also  urge  the 
adoption  of  carefully  drafted  implementing  legislation  that  will  include  greater  sanctions 
for  non-compliance  and  dedication  to  greater  enforcement  resources  in  the  sanitary  and 
phytosanitary  area  and  greater  monitoring  of  agricultural  imports  to  protect  against 
unprecedented  import  surges.   As  to  import  surges,  we  also  support  the  adoption  of  an 
aggressive  supplemental  agreement  that  would  go  beyond  mere  monitoring  requirements 
on  import  trends  and  include  the  formation  of  a  safeguard  committee  with  authority  to 
not  only  monitor  imports  and  provide  early  notice  where  imports  begin  to  surge,  but  also 
have  the  power  to  recommend  that  action  be  taken  where  import  surges  occur. 

In  conclusion,  we  believe  the  enforcement  and  compliance  measures  in  the 
NAFTA  and  its  corresponding  supplemental  agreements,  especially  in  the  areas  of 
phytosanitary  compliance  and  import  surges,  are  critical  to  our  industry  and  will 
ultimately  determine  whether  the  text  of  the  agreement  is  meaningful.   Negotiated 
supplemental  agreements  on  import  surges,  the  environment  and  worker  rights  and  the 
implementing  legislation  should  also  ensure  that  the  sanitary  and  phytosanitary  terms  of 
the  NAFTA  text  are  fully  enforceable.   We  believe  this  can  be  achieved  without  a  re- 
opening of  the  specific  terms  of  the  NAFTA  text. 

We  appreciate  the  Committee's  consideration  of  our  comments  and  request  that 
they  be  fully  addressed  in  the  supplemental  agreements  to  be  negotiated  and  the 
implementing  legislation  finally  adopted  by  Congress. 
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Presented  by: 

CALIFORNIA  CUT  FLOWER  COMMISSION 

2339  Gold  Meadow  Way,  Suite  101 

Gold  River,  CA  95670 

A  BRIEF  HISTORY  --  CALIFORNIA  CUT  FLOWER  INDUSTRY 

California  growers,  located  between  San  Diego  in  the  South  and  San  Francisco  in  the  North 
numbered  approximately  823  establishments  in  1990.  Many  nurseries  are  family  owned 
operations,  some  of  them  into  the  3rd  and  4th  generation.  Growing  is  usually  done  under 
some  type  of  protective  covering.  All  of  the  equipment  needed  to  produce  cut  flowers, 
including  the  greenhouse  structure,  is  highly  specialized.  The  facilities  are  expensive  to  build 
and  maintain. 

California  growers  who  suffered  through  The  Dqjression  were  eventually  rewarded  with 
some  good  years  that  allowed  them  to  re-invest  profits  into  their  operations.  The  floral 
industry  grew  and  prospered.  In  1971  growers  began  to  see  a  trickle  of  imported  floral 
products  entering  the  U.S.  —  mainly  carnations,  Chrysanthemums  and  a  few  roses.  By  1990 
the  trickle  had  become  a  flood.  Carnation  growers  who  previously  had  numbered  1525  in  the 
U.S.  dropped  to  250  when  South  American  carnations  took  over  84  percent  of  the  market. 
Chrysanthemum  growers  dropped  from  2134  to  381  while  attempting  to  compete  in  a  market 
that  imports  owned  an  82  percent  share.  Impacted  carnation  and  Chrysanthemum  growers,  all 
with  large  investments  in  specializad  eqiiipmeiu,  looked  for  alternate  crops.  Some,  of  the.m 
turned  to  roses,  in  1990  imports  owned  only  a  47.9  percent  share  of  that  market.  By 
December  of  1992.  the  U.S.  markets  were  saturated  with  floral  products  of  all  kinds  and  the 
industry  had  lost  3000  growers  nationwide  and  30,000  jobs! 

WHERE  THE  INDUSTRY  IS  TODAY 

Today,  the  U.S.  Floral  Industry,  and  especially  that  of  California,  is  in  jeopardy.  California 
growers  are  unable  to  compete  widi  ilie  w^b  uf  pruUucliuii  of  llie  Andean  Nations  and 
Mexico.   Agricultural  labor  costs  in  California  are  20  times  higher  than  those  of  Mexico  and 
Colombia,  and  labor  accounts  for  44  percent  of  operating  costs. 

Now,  the  Clinton  Administration  is  considering  an  energy  tax.  If  a  BTU  tax  is  placed  on 
U.S.  growers,  domestic  products  will  be  placed  at  a  further  competitive  disadvantage. 

California  growers  are  subject  to  the  most  strenuous  environmental  regulations  in  the  U.S. 
and  complying  with  those  regulations  is  not  only  costly,  but  also  restrictive  with  regard  to  the 
materials  available  to  the  California  grower.  The  ability  to  compete  is  further  impaired  by 
these  two  factors.  The  NAFTA  agreement  must  clearly  specify  that  imported  plant  products 
(cut  flowers  and  foliage)  must  meet  the  strict  U.S.\Califomia  phytosanitary  import  standards. 
U.S.  consumers  must  be  protected  from  chemicals  used  on  imported  plant  products  that  have 
been  banned  for  use  m  the  U.S. 

U.S.  and  California  growers  pay  a  royalty  on  every  rose  plant  grown.  Foreign  growers  tejid 
to  ignore  U.S.  patent  laws.  Even  a  small  U.S.  rose  grower  can  have  as  much  as  $81,250.00 
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invested  in  royalty  fees  alone.  The  avoidance  of  such  fees  gives  importers  a  huge  competitive 
advantage.  The  NAFTA  agreement  should  include  regular  periodic  review  to  assure 
compliance  with  U.S.  patent  laws. 

It  should  be  pointed  out  that  as  cut  flower  imports  increased  dramatically  over  the  21  years 
between  1971  and  1992.  U.S.  growers  were  not  idly  awaiting  their  own  demise.  For  many 
years  rose  growers,  through  their  grower  associations,  have  given  grants  to  university 
researchers  who  are  dedicated  to  providing  better  technology  for  the  preservation  of  the 
industry,  as  well  as  protection  of  the  environment.  Emphasis  has  been  placed  on  developing 
biological  controls  for  some  rose  diseases,  thus  replacing  chemical  materials.  U.S.  growers 
are  utilizmg  the  best  that  research  has  to  offer  m  order  to  cut  costs,  provide  a  quality 
product,  and  protect  the  environment. 

However,  none  of  the  above  has  prevented  U.S.  markets  from  becoming  super-saturated  with 
imported  products.  American  growers  are  playing  the  game  on  an  uneven  playing  field,  the 
fuieigii  competitors  have  too  many  advantages. 

In  a  1989  study  The  International  Trade  Commission  determined  that  38  percent  of  U.S.  rose 
production  was  no  longer  profitable.  Of  that  38  percent,  34.3  percent  of  the  growing  was 
done  in  California. 

NEW  STUDY  SHOWS  ATTRmON  AMONG  CALIFORNIA  GROWERS 

A  1993  survey,  that  is  still  ongoing,  questioned  923  California  growers.  The  purpose  of  the 
study  was  to  ascertain  the  value  of  the  industry  in  California  and  the  number  of  jobs  it 
supports.    However,  the  survey  also  showed  a  high  rate  of  attrition.  Since  1990,  the  number 
of  growers  has  dwindled  from  623  to  541.  A  degree  of  pessimism  has  replace  the  progressive 
era  of  re-investing  and  expanding.  Foreign  competition  is  cited  as  the  reason  for  many 
growers  going  out  of  business,  and  NAFTA  is  anticipated  as  "another  nail  in  our  coffin". 

The  survey  revealed  that  the  California  cut  flower  industry  is  heavily  capitalized.  The  total 
value  of  the  industry  is  over  2  billion  dollars  and  directly  employs  17,515  workers.  Another 
42,500  related  jobs  are  dependent  on  the  California  cut  flower  industry,  bringing  the  total 
jobs  to  7U,UIX). 

AMF.RTCAN  GROWERS  ASK  FOR  SUPPLEMENTAL  AGREEMENTS 

Currently,  U.S.  cut  flower  growers  are  struggling  to  stay  in  business,  because  of  cheap 
impoiis.  California  growers  can  not  compete  with  these  government  subsidized  imports. 

The  current  8  percent  duty  on  imported  roses  is  not  enough  to  protect  the  U.S.  and 
California  rose  industry.  U.S.  growers  trying  to  ship  into  the  European  Economic 
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Community  are  hit  with  a  dual  tariff  of  24  percent  ad  valorem  during  the  summer  growing 
season,  and  17  percent  during  the  winter  season.  Floral  shipments  to  Mexico  are  at  a  20 
percent  duty.    Other  nations,  like  Japan,  throw  up  non-tariff  barriers  to  exports  in  order  to 
protect  their  domestic  flower  growers.  Japan  has  such  strict  phytosanitary  and  customs 
regulations,  that  cut  flower  shipments  are  effectively  destroyed  awaiting  entry  into  the 
country, 

Why  then,  should  American  growers  be  asked  to  compete  with  foreign  products  for  a  mere  8 
percent  duty?  U.S.  growers  need  at  least  16  to  20  percent  duty  to  be  able  to  be  competitive. 
A  federal  study  should  be  undertaken  as  soon  as  possible  to  investigate  and  corroborate  this 
iiiftmnation,  and  to  set  a  tariff  that  will  preserve  the  2  billion  dollar  domestic  cut  flower  and 
foliage  industry  and  it  70,000  workers  and  their  families. 

California  growers  believe  that  those  who  are  responsible  for  studying  and  ratifying  NAFTA 
should  be  aware  of  all  the  factors  mentioned  above.  Ratification  of  the  NAFTA\Mexico 
agreement  without  supplemental  agreements  as  outUned  abuve,  will  make  survival  of  the 
U.S.  domestic  cut  flower  and  foliage  industry  very  difficult. 
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Written  Testimony  of  the  California  Farm  Bureau  Federation 
with  regard  to  the  March  17,  1993  Hearing  of  the  House  of 
Representative's  Ways  and  Means  Subcommittee  on  Trade 
regarding  the  negotiation  of  three  supplemental  agreements  to 
the  North  American  Free  Trade  Agreement  (NAFTA)  dealing 
with  environmental  and  labor  concerns  and  possible  import 
surges. 


Submitted  by: 

Bob  L.  Vice,  President 

California  Farm  Bureau  Federation 

1601  Exposition  Boulevard 

Sacramento,  California  95815 


The  California  Farm  Bureau  Federation  (CFBF)  thanks  you  for  the  opportunity  to  submit  written 
testimony  on  the  subcommittee's  March  17,  1993  hearing  regarding  negotiation  of  three  supplemental 
agreements  to  the  North  American  Free  Trade  Agreement  (NAFTA). 

The  California  Farm  Bureau  Federation  is  the  largest  general  farm  organization  in  the  leading 
agricultural  State  of  California.  Our  membership,  which  consists  of  more  than  42,000  farm  and  ranch 
families,  watched  with  particular  interest  the  negotiation  of  the  North  American  Free  Trade  Agreement. 
Consequently,  they  will  watch  with  interest  the  negotiation  of  supplemental  agreements  to  NAFTA. 

The  California  Farm  Bureau  Federation  supports  the  North  American  Free  Trade  Agreement,  as  signed 
by  President  Bush,  and  urges  its  adoption  by  Congress.  Our  position,  however,  is  contingent  on  the 
addition  of  constructive  supplemental  language  concerning  labor,  the  environment,  and  import  surges. 
Therefore,  I  will  take  this  opportunity  to  convey  CFBF's  priorities  with  regard  to  development  of 
supplemental  agreements  in  these  three  areas. 

The  current  NAFTA  agreement  includes  specific  provisions  addressing  labor,  environmental  standards, 
and  import  surges.  Additional  language  in  these  areas  must  be  balanced  and  must  be  accomplished 
within  the  scope  of  implementing  legislation.  I  understand  the  principal  recommendation  of  the  Clinton 
Administration  to  enhance  the  labor  and  environmental  provisions  of  the  agreement  includes  the  creation 
of  trilateral  commissions  designed  to  encourage  domestic  enforcement  of  national  environmental  and 
labor  laws.  CFBF  supports  this  concept  as  long  as  the  commissions  are  denied  enforcement  capabilities. 
The  extension  of  such  powers  could  result  in  the  infringement  of  a  nation's  sovereign  rights.     Ideally, 
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the  creation  of  environmental  and  labor  advisory  bodies  should  increase  trilateral  cooperation  on  these 
matters  and  enhance  national  enforcement  of  labor  and  environmental  laws.  This,  in  turn,  should  result 
in  the  improvement  of  environmental  conditions  throughout  North  America. 

I  am  concerned  by  a  proposal  from  organized  labor  which  urges  the  Clinton  Administration  to 
incorporate  changes  to  the  United  States  immigration  laws  into  the  supplemental  agreements  of  NAFTA. 
CFBF  strongly  opposes  any  such  proposal.  The  issue  of  immigration  reform  warrants  the  undivided 
attention  of  Congress.  Changes  to  the  nation's  immigration  laws,  therefore,  must  be  considered  apart 
from  negotiations  on  the  North  American  Free  Trade  Agreement. 

CFBF  is  pleased  with  the  attention  dedicated  to  the  environmental  provisions  of  NAFTA  which  were 
addressed  during  the  negotiation  of  the  agreement.  NAFTA,  without  doubt,  goes  further  to  safeguard 
the  environment  than  any  previous  free  trade  agreement.  CFBF  is  particularly  supportive  of  the  border 
clean-up  project  included  as  part  of  the  North  American  Free  Trade  Agreement. 

Meaningful  protection  against  import  surges  is  central  to  the  smooth  implementation  of  NAFTA.  CFBF 
policy  supports  the  incorporation  of  additional  measures  within  NAFTA's  implementing  legislation  to 
strengthen  transitional  safeguards  to  accommodate  the  concerns  of  specific  commodity  interests.  While 
CFBF  supports  the  tariff  rate  quota  formulas  included  within  NAFTA  for  sensitive  products,  we 
encourage  the  introduction  of  additional  mechanisms  to  control  import  surges  that  would  not  require 
reopening  the  agreement.  As  proposed  in  the  negotiation  of  additional  environmental  and  labor 
language,  the  Clinton  Administration  has  suggested  the  creation  of  a  commission  to  monitor  and  regulate 
trade  fluctuations  which  may  adversely  impact  the  domestic  industry.  CFBF  recognizes  merit  in  this  idea 
and  recommends  further  discussion  on  its  development. 

NAFTA  offers  an  explicit  commitment  by  three  nations  to  promote  economic  development  and  enhance 
environmental  protection  in  North  America.  If  NAFTA  falters  at  this  point,  an  unalterable  rift  will 
develop  in  U.S. /Mexico  relations  and  derail  progress  to  date  on  economic  development,  environmental 
coordination,  and  political  cooperation.  Therefore,  I  ask  that  Congress  take  great  care  in  drafting 
supplemental  agreements  which  offer  constructive  and  balanced  additions  to  NAFTA. 

Thank  you  again  for  the  opportunity  to  submit  comments  on  this  very  important  topic. 

Respectfully  submitted, 


6^^; 


BOB  L.  VICE,  President 
California  Farm  Bureau  Federation 
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STATEMENT    BY   JULIO   R.    HERRERA 

PRESIDENT 

CBI  SUGAR  GROUP 

My  name  is  Julio  R.  Herrera,  President  of  the  CBI  Sugar  Group, 
which  represents  the  public  and  private  sector  sugar  industries  in 
the  Caribbean  and  Central  America. 

We  strongly  believe  the  surge  agreement  currently  under 
consideration  between  the  U.S.  and  Mexico  should  include  provisions 
which  will  prevent  Mexico  from  shipping  unlimited  amounts  of  sugar 
to  the  U.S.  at  the  expense  of  its  neighbors  in  the  Caribbean  Basin. 

Under  terms  of  the  NAFTA,  after  year  six  of  the  agreement 
Mexico  could  potentially  ship  unlimited  amounts  of  sugar  under  the 
U.S.  quota  program.  This  would  require  a  reduction  in  the  quota  of 
all  of  the  other  sugar  exporting  countries,  including  the  15  member 
countries  of  the  CBI  Sugar  Group. 

This  would  be  devastating  to  our  economies  and  to  the  economic 
and  social  stability  throughout  the  region.  What  is  so 
disconcerting  about  this  possibility  is  that  it  is  so  unnecessary. 

Mexico  imports  more  than  1  million  tons  of  sugar  per  year; 
sugar  is  not  a  major  sector  of  the  Mexican  economy.  On  the  other 
hand,  sugar  is  the  first  of  second  most  important  commodity  in  the 
CBI  region.  Our  economies  would  have  a  difficult  time  surviving 
without  sugar. 

For  that  reason,  we  believe  it  is  critical  that  the  surge 
agreement,  or  some  side  agreement  with  Mexico,  provide  some 
safeguard  against  a  surge  of  Mexican  imports  that  could  potentially 
devastate  the  sugar  industries  of  the  Caribbean  and  Central 
America. 

I  would  like  to  submit  for  the  record  an  exchange  of  letters 
between  our  Washington  representative  and  a  representative  of  the 
U.S.  Trade  Representative's  office  which  outlines  in  more  detail 
our  concerns. 
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OFFICE  OF  THE  UNITED  STATES 

TRADE  REPRESENTATIVE 

EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

WASHINGTON 

20506 

FEB      8  1993 

Mr.  Edwin  C.  Graves 
Ed  Graves  &  Associates 
2001  M  Street,  N.W. 
Fourth  Floor 
Washington,  DC  20036 

Dear  Mr.  Graves: 

Ambassador  Kantcr  has  asked  ne  to  thank  you  for  your  letter  of 
January  26  in  which  you  expressed  your  concern  on  behalf  of  your 
client,  the  CBI  Sugar  Group,  about  the  sugar  provisions  of  the 
North  American  Free  Trade  Agreement  (NAFTA) . 

We  are  considering  the  possibility  of  developing  certain  side 
agreements  to  the  NAFTA,  including  one  that  might  be  aimed  at 
controlling  certain  import  surges.   However,  I  believe  that  you 
should  not  be  concerned  about  expanded  Mexican  access  to  the  U.S. 
sugar  market. 

In  the  first  place,  Mexican  sugar  consumption  is  growing  much 
faster  than  production.   Indeed,  Mexican  sugar  production  dropped 
12.5  percent  between  crop  years  1986/87  and  1991/92  (to  3.5 
million  metric  tons) ;  during  the  same  time  frame,  Mexico's 
population  increased  at  a  2.2  percent  annual  rate  to  over  90 
million  people.   Mexico's  production  of  sugar  now  falls  short  of 
demand  by  more  than  2  5  percent.   In  the  future,  increased  demand 
resulting  from  growth  in  Mexico's  population  and  per  capita 
income  make  it  highly  unlikely  that  Mexico  will  be  able  to 
satisfy  its  own  demands,  much  less  become  a  net  sugar  exporter. 

Secondly,  NAFTA  will  not  encourage  Mexican  producers  to  produce 
for  export  to  the  U.S.  market  because  prices  for  raw  sugar  in 
Mexico  and  the  United  States  are  roughly  the  same. 

Thirdly,  decontrol  of  Mexican  wholesale  and  retail  refined  sugar 
prices  is  not  likely  to  boost  sugar  exports  to  the  U.S.  market. 
Refined  sugar  prices  in  Mexico  are  now  kept  significantly  lower 
than  U.S.  prices.   A  rise  in  wholesale  and  retail  sugar  prices  in 
Mexico  sufficient  to  attract  corn  sweeteners  into  the  soft  drink 
industry  would  also  narrow  or  eliminate  the  differential  between 
U.S.  and  Mexican  sugar  prices,  thereby  eliminating  the  incentive 
for  Mexican  refined  sugar  to  move  to  the  U.S.  market. 

Finally,  the  quality  of  Mexican  refined  sugar  generally  does  not 
meet  the  standards  of  the  larger  U.S.  sugar  users.   These  quality 
deficiencies  would  also  have  to  be  overcome  before  Mexico  could 
become  a  major  supplier  to  the  U.S.  market. 


345 


Mr.  Edwin  C. 
Page  Two 


As  a  practical  matter,  there  will  be  no  significant  change  in  the 
status  quo   during  the  first  six  years  of  the  15-year  transition 
period  for  sugar.   By  harmonizing  the  tariff  it  charges  on  sugar 
imported  from  countries  other  than  the  United  States  with  U.S. 
levels,  Mexico  will  essentially  form  a  "common  market"  with  the 
United  States  on  sugar  by  the  beginning  of  year  seven.   The 
formation  of  a  "common  market"  will  tend  to  equalize  sugar  prices 
between  the  United  States  and  Mexico  and  offset  the  incentive  for 
Mexican  growers  to  produce  for,  and  ship  to,  the  U.S.  market. 


J^ 


\^,<Ci___C-  ,  &3l^  Ui^i 


Sincerely, 

Suzanne  Early 
Assistant  U.S.  Trade  Representative 
for  Agricultural  Affairs 


SE: jlh 
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Ed  Graves  &  Associates 

1615  L  Street,  N.W.,  Eleventh  Floor 

Washington,  D.C.  20036 

Phone  (202)  467-3900  •  Fax  (202)  833-1349 


March  8,    1993 


Ms.  Suzanne  Early 

Assistant  U.S.  Trade  Representative 

For  Agricultural  Affairs 
Office  of  the  U.S.  Trade  Representative 
Executive  Office  of  the  President 
Washington,  D.C.  20506 


Dear  Ms.  Early: 

Thank  you  for  your  response  to  my  letter  to  Mickey  Kantor  on 
behalf  of  the  CBI  Sugar  Group.  USTR  has  always  been  willing  to 
listen  to  our  representatives'  concerns  as  it  relates  to  sugar. 

However,  I  must  respectfully  disagree  with  some  of  the 
assertions  made  in  your  response. 

Our  greatest  fear  concerns  the  possibility  that  Mexico  will 
quickly  become  a  "surplus  producer"  after  year  six  of  NAFTA  through 
the  substitution  of  high  fructose  for  sucrose  in  its  soft  drink 
industry.  As  Mexico's  refined  sugar  prices  increase,  the  incentive 
for  such  substitution  will  mirror  what  happened  in  the  U.S.  market 
not  too  many  years  ago. 

While  it  may  be  true,  as  you  state,  that  Mexican  sugar 
consumption  has  grown  faster  than  production  in  recent  years,  F.O. 
Licht  estimates  1992/93  production  will  be  3.78  million  metric 
tons,  an  eight  percent  increase  from  your  1991/92  production 
figure,  and  a  15.5  percent  shortfall  from  projected  consumption. 
Landell  Mills  Commodities  Studies  estimates  Mexican  production  at 
3.9  million  metric  tons,  a  13.3  percent  shortfall  from  consvimption. 
These  figures  are  almost  half  the  25  percent  shortfall  cited  in 
your  letter. 

Secondly,  you  state  that  under  NAFTA,  U.S.  and  Mexican  sugar 
prices  would  tend  to  equalize,  and  thus  there  will  be  no  incentive 
for  Mexican  producers  to  market  their  sugar  in  the  U.S.  If  that 
economic  theory  were  correct,  the  Japanese  would  sell  no  cars  in 
the  U.S.,  the  U.S.  would  sell  no  corn  or  wheat  abroad  unless  the 
prices  received  exceeded  domestic  prices,  and  no  American  sugar 
company  would  sell  increased  production  outside  its  traditional 
market  area  at  a  discount  from  home  market  prices. 

This  is  simply  not  supported  by  actual  marketing  experience  in 
the  United  States.   Any  time  one  sugar  growing  area  produces  more 
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sugar  than  it  can  market  in  its  traditional  sales  area,  it  will 
sell  its  surplus  sugar  at  a  discount  into  a  competitor's  market. 
This  type  of  competitive  marketing  occurs  all  the  time  in  the  U.S. 
market.  There  is  no  reason  to  believe  that  Mexico  would  behave  any 
differently  if  it  produces  more  sugar  than  it  can  sell  locally. 

We  are  convinced  that  as  the  retail  price  of  sugar  rises  in 
Mexico,  high  fructose  will  begin  to  displace  sugar  as  occurred  in 
the  U.S.  market.  This  increased  use  of  high  fructose,  along  with 
increased  production,  will  eventually  result  in  a  large  surplus  of 
sugar  in  Mexico  that  will  be  sold  in  the  U.S.  market  at  the 
preferential  price  of  the  U.S.  program. 

The  first  casualty  of  this  policy  will  be  the  CBI  sugar 
producers  and  other  offshore  suppliers  like  the  Philippines  who 
will  be  displaced  by  Mexican  imports.  Eventually,  after  Mexico  has 
taken  the  entire  quota,  the  U.S.  sugar  program  will  collapse. 

To  us,  however,  the  real  proof  of  Mexican  intentions  can  be 
discerned  by  their  actions  in  the  negotiations.  U.S.  negotiators, 
to  their  credit,  sought  to  include  high  fructose  in  the  definition 
of  "surplus  producer,"  but  were  rebuffed  by  the  Mexicans.  Former 
Under  Secretary  of  Agriculture  Ann  Veneman  testified  before  the 
Senate  Finance  Committee  that  the  U.S.  sought  such  a  change  but 
that  the  Mexicans  refused.  She  said  the  U.S.  would  have  had  to  pay 
too  high  a  price  to  get  such  a  change. 

There  is  one  thing  about  which  everyone  agrees:  Mexico  has 
some  very  bright  and  able  negotiators.  If  Mexico  has  neither  the 
capability  or  intention  of  converting  to  high  fructose  and  becoming 
a  "surplus  producer,"  eligible  to  send  its  entire  exportable 
surplus  to  the  U.S.,  then  why  did  its  negotiators  fight  so  hard  to 
prevent  the  inclusion  of  high  fructose  in  the  definition. 

By  the  same  token,  if  Mexico  does  not  have  the  capability  or 
intention  of  doing  this,  then  why  not  include  high  fructose  in  the 
definition?  If,  as  you  say,  there  will  be  no  incentive  for  Mexico 
to  ship  to  the  U.S.,  what  is  the  harm  in  including  high  fructose 
just  to  be  on  the  safe  side? 

We  believe  the  Mexicans  know  exactly  what  they  are  doing,  and 
they  have  said  so  privately  to  U.S.  producers,  wondering  why  U.S. 
producers  are  unwilling  to  make  a  deal  with  Mexico  that  cuts  out 
all  other  offshore  suppliers.  Such  an  arrangement  may  not  be 
stated  in  the  NAFTA,  but  it  could  very  easily  become  the  reality 
before  expiration  of  the  transition  phase  of  NAFTA  is  completed. 

The  irony  for  the  CBI  Sugar  Producers  is  that  the  United 
States  was  willing  to  spend  billions  to  combat  guerilla  wars  and 
communism  in  the  CBI  region  during  the  1980s,  yet  it  seems  so 
unwilling  to  take  the  smallest  of  steps  to  protect  the  one  industry 
that  traditionally  has  supplied  the  jobs  and  foreign  exchange  that 
prevents  that  same  political  and  economic  instability. 
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Sugar  is  not  a  major  sector  of  the  Mexican  economy;  indeed,  it 
imports  over  a  millions  tons  a  year.  For  the  CBI  countries,  sugar 
is  a  matter  of  economic  life  and  death.  We  would  prefer  a 
worldwide  system  of  free  trade  in  sugar.  That  is  not  going  to 
happen  any  time  soon.  But  until  that  day  arrives,  our  industries 
will  be  highly  dependant  on  the  U.S.  market  for  economic  survival. 

Perhaps  there  are  those  who  believe  the  U.S.  sugar  program 
will  not  survive  another  six,  or  15,  years.  Certainly  we  have  been 
told  that  for  the  last  six  years  that  our  representatives  have  been 
coming  to  Washington.  Indeed,  some  no  doubt  hope  that  NAFTA  will 
produce  that  outcome. 

However,  we  doubt  that  the  Congress  will  allow  the  U.S. 
industry  to  be  sacrificed  unilaterally  so  long  as  the  Europeans  are 
so  egregious  in  their  market  distorting  practices  of  subsidy  and 
dumping.  And  there  is  little  in  the  draft  GATT  agreement  to  change 
that  situation. 

In  the  absence  of  some  effort  to  address  the  high  fructose 
substitution  issue,  we  will  spend  the  next  six  years  fervently 
hoping  that  your  predictions  are  correct.  If  they  are  not,  we  will 
spend  years  seven  through  15  of  the  agreement  trying  to  figure  out 
how  to  make  our  industries  profitable  on  a  world  dumping  market. 

Sincerely, 


Edwin  C.  Graves 


Ambassador  Mickey  Kantor 
Secretary  Mike  Espy 
Mr.  Rufus  Yerxa 
Mr.  Charles  Roh 
Mr.  Lynn  Condon 
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BEFORE  THE 

SUBCOMMITTEE  ON  TRADE,  COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 


HEARING  ON  SUPPLEMENTAL  AGRFF.MFNTS 
TO  THE  NORTH  AMERICAN  FREE  TRADE  AGRFFMFNT 

WRITTEN  STATEMENT  OF  THE  FLORAL  TRADE  COUNCIL 


April  5,  1993 


I.  INTRODUCTION 

These  comments  are  submined  on  behalf  of  the  Floral  Trade  Council,  pursuant 
to  the  Honorable  Sam  M.  Gibbons"  February  25,  1993,  announcement  of  a  public  hearing 
on  three  supplemental  agreements  to  the  North  American  Free  Trade  Agreement 
( "NAFTA").  The  Floral  Trade  Council  is  a  U.S.  trade  association  the  majority  of  whose 
members  are  domestic  producers  or  wholesalers  of  fresh  cut  flowers  in  the  United  States 
and  is  located  at  1457  Haslett  Road,  Haslett,  Michigan  48840  (telephone  (517)  339-9765). 

The  U.S.  market  is  Mexico's  primary  export  market  for  fresh  cut  flowers.  In 
1991  alone,  Mexico  shipped  93  percent  of  its  flower  exports  to  the  U.S.  market.  SS£  infra 
Table  3.  Despite  Mexico's  obvious  access  to  the  U.S.  fresh  cut  flower  market,  the  NAFTA 
text  proposes  immediate  duty  elimination  for  Mexican  imports  of  miniature  carnations, 
chrysanthemums,  standard  carnations,  and  other  fresh  cut  flowers  under  HTS  subheadings 
603.10.30,  603.10.70.  603.10.80  effective  January  1,  1994.  In  addition,  the  cunent  8 
percent  duty  on  Mexican  roses  under  HTS  subheading  603.10.60  will  be  phased-out  over  a 
five  year  period  commencing  January  1,  1994. 

The  Floral  Trade  Council  predicts  that  the  permanent  removal  of  all  tariffs  on 
Mexican  flowers  wUl  further  reduce  the  US  growers'  competitiveness  in  a  market  already 
saturated  by  foreign  imports  leading  to  ftuthcr  deterioration  of  the  U.S.  industry  and  loss  of 
additional  U.S.  jobs.  Ncady  5000  U.S.  gqt  Qowg  growers  bavc  beta  forced  out  of 
hll■^^^1f!s.«l  with  a  TejmltiT^y  Iqjm  pf  pver  30.000  jobs  between  1971  and  1990.  In  its  snidy  of 
the  likely  impact  of  NAFTA  on  the  US  fresh  cut  flower  industry,  the  International  Trad? 
Comnussion  ("ITC"")  concluded  that  NAFTA  would  lead  to  "increased  U.S.  impons.  in  boih 
the  short  and  long  term,  of  .  .  .  fresh-cut  roses  '  Potential  Impact  on  the  U.S.  Economy  and 
Selected  Industries  of  the  North  American  Free-Trade  Agreement.  Inv.  No.  332-3?'' 
USITC  Pub.  2596,  at  22-2;  scfi  ii  at  30-3.  The  ITC  reported  that  the  ""domestic  fresh-cui 
flower  industry,  specifically  fresh-cut  roses  also  may  experience  negative  production  and 
employment  effeas.  particularly  in  the  long  temi '"  IjL  at  22-8.  Thus,  the  Roral  Trade 
Council  supports  supplemental  agreements  to  NAFTA  that  address  the  U.S.  fresh  cut 
flower  industry's  concerns  regarding  import  surges  as  well  as  labor  and  environmental 
issues. 

Tariff  elimination,  combined  with  recent  Mexican  agricultural  reforms,  is  likel> 
to  result  in  increased  imports  of  fresh  cut  flowers.  Due  to  the  import  sensitivity  of  the  US 
industry,  even  small  quantities  of  additional  Mexican  imports  are  likely  to  cause  further 
injury      to      the      domestic      industry.       A      supplemental      agreement,      therefore. 
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should  establish  procedures  to  address  the  adverse  impact  of  impon  surges  on  impon 
sensitive  industries.  In  addition,  the  Roral  Trade  Council  supports  supplemental 
agreements  which  recognize  workers'  rights  and  reduce  the  gap  in  compensation  and 
unemployment  insurance  to  the  extent  practicable.  Supplemental  agreements  should  also 
require  the  parties  to  harmonize  their  pesticide  and  worker  safety  laws  and  regulations 
within  twelve  to  eighteen  months  of  signing  the  agreement.  The  Floral  Trade  Council 
supports  supplemental  agreements  to  the  NAFTA,  such  as  those  presently  under  negotiation. 

A.       ANY  SUPPLEMENTAL  AGREEMENT  SHOULD  INCLUDE  SAFEGUARDS 
AGAINST  IMPORT  SURGES 

1.        The  U.S.  Cut  Flower  Industry  b  Paftit:nl«riy  VnlpffraMe  To  Increased 
Mf.TJcan  Imports 

An  import  sensitive  product  Since  1971,  the  U.S.  fresh  cut  flower  industry 
has  been  beset  by  an  increasingly  heavy  flow  of  foreign  imports  from  Latin  American 
countries.  Total  imports  of  roses  alone  have  increased  steadily  over  the  last  two  decades, 
from  less  than  1  million  stems  in  1970  to  39  million  stems  in  1980,  to  a  record  314  million 
stems  in  1988.  Competitive  Conditions  in  the  U.S.  and  World  Markets  for  Fresh  Cut 
RasfiS,  Inv.  No.  332-263,  USITC  Pub.  2178,  at  2-1  (April  1989).  One  factor  contributing  to 
the  rapid  and  consistent  increase  in  impons  was  that  Mexican  fresh  cut  flowers,  other  than 
roses,  obtained  duty-free  treatment  under  the  Generalized  System  of  Preferences  ("GSP") 
program  during  the  1980s.  GSP  duty-free  entry  for  cenain  fresh  cut  flowers,  other  than 
roses,  necessarily  reduced  the  growth  of  the  U.S.  industry  and  contributed  to  its 
deterioration. 

The  U.S.  cut  flower  industry  has  been  forced  to  contract  severely  over  the  past 
twenty  years.  S«  Cenain  Frcsh  Cut  Flowers  from  Canada.  Chile.  Colombia.  Costa  Rica- 
Ecuador.  Israel,  and  the  Netherlands.  Inv.  Nos.  701-TA-275-78  (Final),  USITC  Pub.  1956, 
at  A-27-28  (March  1987);  USITC  Pub.  2178.  at  3-1.  U.S.  growers  are  abandoning 
production  of  standard  chrysanthemums,  pompom  chrysanthemums,  and  standard 
carnations,  as  imports  of  these  flower  types  have  surged  over  the  past  twenty  years 
Floriculture  and  Environmental  Honiculmie  Products:  A  Production  and  Maiketin^ 
Statistical  Review.  1960-88.  U.S.  Dep't  Agriculmre  at  92-99  (1990).  A  comparison  of 
produaion  areas  for  the  major  flower  groups  indicates  that  U.S.  growers  reduced  the 
production  area  devoted  to  these  flower  types  in  order  to  plant  roses  and  miniature 
carnations  during  the  1980s.  14  at  91-95. 

Foreign  suppliers  of  fresh  cut  roses,  including  Mexican  imports,  have  steadily 
increased  their  U.S.  market  share  since  the  1970s  and  "eroded  the  dominant  position  of  the 
U.S.  industry."  USITC  Pub.  2178,  at  5-1.  Due  to  expanding  demand  in  the  U.S.  market  for 
roses  through  the  1980s,  U.S.  growers  increased  their  production  area  approximately  13 
percent  between  1985  and  1987.  li  at  5-2.  Unfortunately,  increased  imports  captured 
consumption  gains  and  more,  and  devastated  the  U.S.  rose  industry.  U.S.  rose  growers' 
share  of  the  domestic  market  declined  from  73  percent  to  62  percent  from  1985  to  1988.  li 
at  5-1,  5-3,  -4;  3-37.  As  a  result,  nearly  5000  U.S.  cut  flower  growers  have  been  forced  out 
of  business  with  a  resulting  loss  of  over  30.000  jobs  between  1971  and  1990. 

Of  the  Latin  American  countries  producing  fresh  cut  roses,  Mexico  had  the 
largest  percentage  gain  in  import  share  of  the  U.S.  market  from   1984  through   1988. 
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Id.  at  4-17.  With  the  United  States  as  its  primary  market,  Mexico's  exports  during  those 
years  increased  from  7.1  million  to  26.4  million  stems:  a  total  increase  of  19.3  million 
stems,  or  over  270  percent.  li  Compared  to  1983  levels,  Mexican  impons  of  roses  (other) 
in  1991  increased  a  total  of  697.27  percent.  Dep't  Comm.  Bureau  of  the  Census,  IA245X 
Lnport  Statistics  for  1983,  IM145  Import  Statistics  for  1991. 

At  the  same  time  that  Mexican  imports  have  increased,  Mexican  prices  for 
standard  carnations,  standard  chrysanthemums,  and  pompom  chrysanthemums  were  found 
to  be  underselling  domestic  prices.  USFTC  Pub.  1956  at  28,  33,  37.  Indeed,  the  ITC  found 
that  the  U.S.  industry  was  injured  by  sales  of  Mexican  imports  at  less  than  fair  value  based 
on  imports  of  standard  carnations,  standard  chrysanthemums,  and  pompon  chrysanthemums 
during  the  period  1983  through  1986.  Certain  Fresh  Cut  Flowers  from  Peru.  Kenya,  and 
Mexico.  Inv.  No.  303-TA-18  (Final),  USITC  Pub.  1968,  at  2  (April  1987).  On  April  23, 
1987,  the  International  Trade  Administration,  U.S.  Department  of  Commerce,  issued  an 
antidumping  duty  order  covering  imports  of  such  flowers  from  Mexico.  Certain  Fresh  Cut 
Flowers  from  Mexico.  52  Fed.  Reg.  13.491  (Dep't  Comm.  1987)  (Order). 

Cuncnt  impoTt  statistics:  Despite  the  existence  of  general  and  special  duties 
on  Mexican  flowers,  Mexican  imports  have  already  achieved  significant  market 
penetration.  At  the  present  time,  there  is  an  8  percent  duty  on  Mexican  roses  and 
antidumping  duties  on  Mexican  standard  carnations,  standard  chrysanthemums,  and 
pompom  chrysanthemums.  Yet,  total  Mexican  imports  have  steadily  risen.  Mexico  has  not 
been  a  significant  market  for  U.S.  flower  growers  due,  in  part,  to  Mexico's  20  percent  tariff 
on  U.S.  fresh  cut  flowers.  As  a  result,  the  U.S.  industry's  negative  trade  balance  with 
Mexico  in  fresh  cut  flowers  has  correspondingly  increased,  from  $10,701,333  in  1989  to 
$15,126,726  in  1991. 


TABLE  1 

.  MERCHANDISE  TRADE  BALANCE  IWTH  MEXICO 
FRESH  CUT  FLOWERS 


($10)    - 
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Given  the  inability  of  U.S.  fresh  cut  flower  producers  to  compete  with  lower  priced  imports 
in  the  developed  U.S.  market,  it  is  unlikely  that  U.S.  fresh  cut  flowers  growers  will  be  able 
to  compete  in  the  Mexican  growers'  market  after  NAFTA. 

At  the  present  time,  Mexico's  primary  flower  exports  to  the  United  States  are 
roses,  standard  carnations,  and  other  fresh  cut  flowers.  Table  2  provides  import  statistics 
for  these  Mexican  flowers. 

IABLE2 
PRIMARY  MEXICAN  FLOWER  IMPORTS 


Flower 

Year 

Quantity 

Customs  Value 

Avg.  Unit 
Customs  Value 

RsiSfiS 
(Other) 

1989  Ann 

1990  Ann 

1991  Ann 

1992  Ann 

31,763,285 
42,149,523 
38,316,126 
34,310,477 

7,169,872 
10,357,703 
10.728,828 

6,860.113 

0.23 
0.25 
0.28 
0.20 

Sweetheaa 

Roses 

1989  Ann 

1990  Ann 

1991  Ann 

1992  Ann 

32.204 
27,971 
54,285 
54,000 

16.584 

8,479 

45,794 

22.030 

0.51 
0.30 
0.84 
0.41 

Siandatd 

Carnations 

1989  Ann 

1990  Ann 

1991  Ann 

1992  Ann 

6,516.242 
2,261,015 
3.998.315 
3.673,280 

415,092 
144.938 
241.087 
219.325 

0.06 
0.06 
0.06 
0.06 

Other  Fresh 

1989  Ann 

1990  Ann 

1991  Ann 

1992  Ann 

not  available 
not  available 
not  available 
not  available 

1,485,757 
1,782,615 
2,088.865 
2,394,768 

not  available 
not  available 
not  available 
not  available 

For  1989-1991,  Department  of  Commerce,  Bureau  of  the  Census, 
IM145  Import  Statistics  ( Prepared  by  Stewart  Trade  Data 
Services);  for  1992,  CD  from  Department  of  Commerce,  Bureau  of 
the  Census. 


As  noted  above,  both  the  Roral  Trade  Council  and  the  ITC  anticipate  that  tanff 
elimination  under  NAFTA  will  stimulate  increased  Mexican  imports  of  fresh  cut  flowers 
With  respect  to  Mexican  rose  imports,  the  ITC  estimates  that  "U.S.  imports  of  fresh-cut 
roses  under  NAFTA  can  be  expected  to  increase  by  less  than  1  percent  in  the  short  term  and 
by  about  7  percent  in  the  long  term. "  USITC  Pub.  2596,  at  30-4.  Yet,  the  ITC's  prediction 
does  not  take  into  account  the  increased  acreage  to  be  made  available  for  flower  production 
under  Mexican  yidfi  reforms  which  should  provide  Mexico  with  increased  capacity  and. 
thereby,  promote  exports  to  the  United  States  in  amounts  greater  than  the  7  percent  the  ITC 
anticipates.  Id.  at  22-6.  Thus,  there  is  a  real  possibility  of  future  import  surges. 


ImPPrta   of  Frwh   Cut   Howen   Are    Expertf^H   To   Increase 
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Effect  of  NAFTA  tariff  elimination:  In  the  United  States,  purchases  of  fresh 
cut  flowers  are  made  on  the  basis  of  quality,  availability,  and  price.  USITC  Pub.  1956.  at 
A-19.  A-128.  In  1991,  Mexican  growers  shipped  93  percent  of  their  flower  exports  to  the 
U.S.  market 


1991  EXPORTS  OF  FRESH  CUT  FLOWERS  FROM  MEXICO 


Quantity  in  mlograms 

January 

862,393 

54  841 

917234 

94% 

February 

1.224,446 

95  161 

1  319,607 

93% 

March 

490  309 

69  941 

560,250 

88% 

Apnl 

1,093,012 

78895 

1,171,907 

93% 

May 

681928 

50  778 

732.706 

93% 

June  . 

512,723 

22,004 

534,727 

96% 

July 

480240 

17819 

498,059 

96% 

August 

641  895 

18  542 

660  437 

97% 

September 

2,606279 

48  454 

2.654,733 

98% 

October 

2,611,332 

176  950 

2788,282 

94% 

November 

2.190.931 

322625 

2,513,556 

87% 

December 

539.565 

94  390 

633.955 

85% 

Year 

13,935,053 

1,050,400 

14.985.453 

93% 

Vame  in  U  S  ^ 

January 

$1,700,837 

$180  592 

$1  881  429 

90% 

February 

4662.860 

324  524 

4  987  384 

93% 

March 

940,115 

133614 

1  073  729 

88% 

Apnl 

2,131,936 

127  452 

2  259  388 

94% 

May 

1,416,896 

112  154 

1,529,050 

93% 

June 

878,780 

35  294 

914  074 

96% 

July 

670,695 

34  020 

704,715 

95% 

August 

669  814 

67  118 

736,932 

91% 

September 

686  696 

53  331 

740,027 

93% 

October 

824966 

87  750 

912.716 

90% 

Novembef 

622,296 

130  582 

752,878 

83% 

December 

627  136 

233  352 
$1,519,783 

860,488 
$17,352,810 

73% 

Year 

$15,833,027 

91% 

SM 

January 

$197 

$3  29 

$2  05 

February 

$381 

$3  41 

$3  78 

March 

$1,92 

$191 

$192 

Apnl 

$195 

$162 

$193 

May 

$2  08 

$2  21 

$2  09 

June 

$171 

$160 

$1  71 

juy 

$140 

$191 

$1  41 

August 

$104 

S3  62 

$1  12 

September 

$0  26 

$1  10 

$0  28 

October 

$0  32 

$0  50 

$0  33 

November 

$0  28 

$0  40 

$0  30 

December 

$116 

S2  47 

$136 

Year 

$1  14 

$1  45                           $1  16 

of  Commerc  and  induKry,  NTS  0603  10  M 

DM  from  Trad*  Inflo  at  reported  By  the  M«ico  Department 

Because  flowers  are  a  price  sensitive  product,  duty  elimination  for  Mexican  roses  will 
result  in  reduced  US.  import  prices  and  increased  U.S.  import  volume.  Sfi£  The  Likely 
Impact  on  the  United  States  of  a  Free  Trade  Agreement  with  Mexico.  Inv.  No.  332-297. 
USITC  Pub.  2353.  at  A-128  (Feb.  1991);  scs  alsfl  USITC  Pub.  2178  at  5-1.  5-2.  Importers 
will  face  lower  duties  on  Mexican  roses  than  on  other  roses  and.  hence,  will  demand  a 
greater  supply  from  Mexico.   To  some  extent,  this  may  also  translate  into  higher  prices 
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from  Mexican  rose  growers  to  encourage  domestic  and  foreign  investment  in  production 
expansion.  With  expanding  production  and  Mexican  roses  already  underselling  domestic 
roses,  the  elimination  of  duties  is  likely  to  result  in  increased  Mexican  exports.  Compare 
Dep't  Comm.,  Bureau  of  the  Census,  Impons  for  Consumption  Statistics  (1992)  with 
Federal  State  Market  News,  Ornamental  Crops  National  Market  Trends  (1992). 

Even  though  Mexican  fresh  cut  flowers,  other  than  roses,  are  already  GSP 
eligible,  the  potential  effects  of  NAFTA  arc  not  insignificant.  GSP  beneficiary  status  is 
conditional,  and  not  permanent.  19  U.S.C.  §  2464(c).  Under  the  GSP  program,  the 
competitiveness  of  Mexican  imports  of  cenain  fresh  cut  flowers  is  subject  to  periodic 
review.  In  contrast,  NAFTA's  immediate  duty  elimination  for  certain  fresh  cut  flowers  will 
cement  those  same  current  trade  conditions  that  have  reduced  the  U.S.  industry's  growth. 

Undeveloped  acreage:  At  the  present  time,  Mexico  has  undeveloped  capacity 
which  is  likely  to  be  convened  to  flower  production.  Serious  Mexican  flower  production 
began  in  the  early  1980s  with  ten  growers,  and  l(X)  acres  of  roses,  carnations,  and  pompom 
chrysanthemums.  Ohio  Florists'  Association  Bulletin  at  7  (Sept.  1992);  ssfi  USITC  Pub. 
2178,  at  4-16.  For  the  past  decade,  reported  acreage  devoted  to  Mexican  cut  flower 
production  remained  relatively  constant.  For  example,  in  the  early  1980s,  Mexico  devoted 
6000  hectares  (14,820  acres)  to  the  production  of  cut  flower  and  pot  plants.  During  that 
time,  35(X)  heaares  (8645  acres)  were  used  for  carnations  and  50  heaares  (123  acres)  were 
used  for  rose  production.  Floweis  ...  Unlimited:  Intemadoiud  Developments  in 
Floricoltiire  at  1 14  (1982  Coop.  Vereniging  VBA  WA.  Aalsmeer,  the  Netherlands). 

Mexico,  however,  has  the  potential  to  increase  production  and  export  of  fresh 
cut  flowers.  In  its  1989  rcpon  on  roses,  the  ITC  stated  that  Mexico  devoted  "approximately 
55  hectares,  or  121  acres,  to  the  production  of  fresh  cut  roses"  out  of  a  total  cultivable  land 
area  of  925,929  square  acres.  USITC  Pub.  2178.  at  4-16;  Mexico.  Country  Profile.  The 
Economist  Intelligence  Unit,  at  2  (1991-92).  Mexico  now  ranks  fifth  out  of  45  flower 
producing  countries,  in  the  ratio  of  flower  production  area  to  total  cultivation  area.  H.K 
Tayama  of  The  Ohio  State  University,  Depi  Honiculnire,  Trends  in  Floriculture 
Production  Centers.  Channels  of  Distribution.  Marketing  Behavior,  and  Oppominitics  for 
U.S.  Rose  Growers  2  (Presented  by  Roses.  Inc  on  October  3,  1992,  Columbus,  Ohioi 
While  Mexico  reportedly  has  4,250  hectares  devoted  to  cut  flower  production  (50  hectares 
for  roses  and  3,500  for  carnations),  it  has  been  estimated  that  between  160-70  hectares  were 
devoted  to  rose  production  in  1992.  li  at  4.  Statement  of  Roses,  Inc.  in  USITC  Inv.  No 
332-337  (Nov.  24,  1992).  Due  to  Mexico's  proximity  to  California  and  the  southwestern 
states,  increased  production  is  expected  to  be  directed  to  its  primary  export  market:  the 
United  States.  USITC  Pub.  2596,  at  30-3. 

Effect  of  sjidQ  reform;  Recent  Mexican  measures  to  reform  the  sjidfi  system 
are  likely  to  invigorate  flower  production  of  all  fresh  cut  flowers.  Under  the  sjidQ  system, 
the  Mexican  government  supplied  farmers,  including  flower  growers,  state-owned  land. 
See  Mejiico  2000:  A  Classical  Analysis  of  the  Mexican  Economy  and  the  Case  for 
Supply-Side  Economic  Reform  85-86  (Polyconomics,  Inc.  July  2,  1990).  During  the 
1980s,     the     government     exhausted     its     arable     land     supply     but     continued     to 
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obtain  and  redistribute  246  million  acres  to  convert  into  ejido  lands  by  1991.  Id^  at  89;  W 
Smith,  Salinas  Prepares  Mexican  Agriculttire  for  Free  Trade.  Heritage  Foundation  Repons, 
No.  914  (Oct.  1,  1992).  Both  government  ejidos  as  well  as  privately  owned  tracts  of  land 
were  small  due  to  constitutional  restrictions  on  the  amount  of  land  owned  by  an  individual. 
W.  Smith,  supta;  Doing  Business  in  Mexico,  at  9  (Price  Waterhouse  1991).  Without  the 
power  to  sell  or  lease  their  property,  the  restrictive  sjidfi  system  suppressed  Mexican  flower 
production. 

Because  flower  growers  were  unable  to  own  property  which  could  be  sold  or 
used  as  collateral  under  the  ejide  system,  no  external  incentives  existed  for  growers  to 
invest  in  future  production  or  expansion.  Mexico  2000,  supra,  at  97.  In  1992,  the 
Mexican  government  amended  the  Mexican  Constitution  and  announced  an  economic 
reconversion  plan  for  agriculture  which  included  reform  of  the  ejide  system.  Deputies 
approve  Salinas's  'ejido'  bill.  Latin  American  Regional  Reports  at  6  (Jan.  16,  1992) 
(reform  of  the  jjide  system  accomplished  by  modifying  Article  27  of  the  Mexican 
Constinjtion,  1917  Charter  (RM-91-10));  Agricultural  Reconversion  Programs  Well 
Underway.  Minister  Says.  Notimex  Mexican  News  Service  (Sept.  30,  1992).  In  addition  to 
permitting  the  ownership  and  transfer  of  ownership  of  land,  the  reforms  encompass  the 
foreign  ownership  of  land.  W  Smith,  supra  As  envisioned,  Mexican  agricultural  reforms 
are  likely  to  stimulate  foreign  investment  in  Mexican  agricultural  production.  Sk  Mexico 
2000,  supra,  at  97;  SK  S.  Robitaille,  Flower  Growers  May  Move  Roots  South  from  Calif 
Under  Trade  Deal.  Journal  of  Commerce  at  4  (Aug.  27,  1992);  "Ejido"  Reform  Increases 
Land  Sales.  Notimex  Mexican  News  Service  (July  1,  1992). 

Ejidfi  reforms  arc  likely  to  liberate  the  expansion  of  Mexican  flower  producers 
Flower  producers  will  be  more  likely  to  invest  in  their  own  production,  and  foreign 
ownership  of  land  will  infuse  flower  growers  with  investment  capital  to  consolidate  farms 
S££  generally  Review  of  Trade  and  Investment  Liberalisation  Measures  by  Mexico  and 
Prospects  for  Funire  United  States-Mexican  Relations.  Inv.  No.  332-282,  USITC  Pub.  2275. 
at  5-1  (April  1990).  Mexican  growers  formerly  under  the  cjidfl  system  will  have  an 
incentive  to  operate  large  flower  farms,  thereby  spreading  fixed  costs  and  increasing  the 
volume  of  U.S.  flower  exports.  In  concen  with  NAFTA,  ejido  reforms  constitute  a  strong 
incentive  to  increase  flower  output. 

Safeguard  measuies  should  be  included  for  import  surges  of  fresh  cut  flowers 
from  Mexico:  With  respect  to  roses,  the  ITC  has  found  that  the  U.S.  domestic  industry  is 
likely  to  suffer  from  Mexican  imports  of  fresh-cut  roses  increasing  at  a  rate  of  less  than  1 
percent  in  the  short  term  and  by  about  7  percent  in  the  long  term.  USITC  Pub.  2596,  ai 
30-4.  Other  have  prediaed  tfiat  Mexico  will  be  the  leading  supplier  of  floriculture  products 
by  the  years  2010  and  exporting  at  least  $500  million  of  flowers  to  the  United  States  by 
2000.  Ohio  Florists'  Association  Bulletin  at  7  (Sept.  1992).  According  to  Article  805  of 
NAFTA,  an  impon  surge  is  defined  as  a  "significant  increase  in  imports  over  the  trend  for  a 
recent  representative  base  period.'"  In  addition  to  emergency  actions  provided  for  under 
Chapter  Eight  (Emergency  Aaion),  therefore,  the  Roral  Trade  Council  submits  that  a 
supplemental  agreement  should  establish  procedures  to  address  the  adverse  impact  of 
impon  surges  on  import  sensitive  industries. 
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As  in  Giapter  Eight,  each  parry  should  entrust  the  determination  of  "impon 

surge"  and  "import  sensitive  industry"  to  an  independent  investigative  authority,  subject  to 

administrative  or  judicial  tribunals,  as  provided  for  under  domestic  law.   A  supplemental 

agreement  could  define  an  "import  sensitive  industry"  as  an  industry  which  is:  (1 )  subject  to 

significant  impon  penetration  from  all  countries;  (2)  found  by  a  government  agency,  such 

as  the  International  Trade  Commission  for  U.S.  industries,  as  "import  sensitive";  and  (3) 

found  to  have  a  substantial  labor  component.    "Impon  surge"  could  be  defined  as:  (1) 

increasing  imports  at  a  rate  exceeding  more  than  50  percent  of  the  growth  in  apparent 

consumption.    The   supplemental   agreement   should  require   independent   authorities   to 

monitor  imports  and  provide  self- initiated,  expedited  investigations  of  potential  "import 

surges"  in  "import  sensitive"  industries.* 

B.  THE  GOAL  OF  ANY  SUPPLEMENTAL  AGREEMENT  SHOULD  BE  TO 
HARMONIZE  KEY  LABOR  AND  ENVIRONMENTAL  STANDARDS  IN 
THE  UNITED  STATES  AND  MEXICO 

The  adverse  effect  of  foreign  imports  on  the  U.S.  fresh  cut  flower  industry  is 

due,  in  part,  to  the  reduced  costs  of  production  of  Mexican  and  other  Latin  American 

growers.    Because  flower  production  is  labor  intensive,  the  disparity  in  labor  rates  in 

Mexico  and  the  United  States  will  provide  Mexico  with  a  distinct  competitive  advantage  in 

the  absence  of  duties.  USITC  Pub.  2178,  at  5-7. 

Labor  is  the  principal  input  in  the  produaion  of 
fresh  cut  flowers,  and  is  estimated  to  account  for  30  to  40  percent  of 
production  costs.  Operations  such  as  planting,  harvesting,  grading, 
and  packaging  require  hand  labor.  Capital  expenditures  are  also 
high  in  fresh  cut  flower  production. 

USITC  Pub.  1956,  at  A-12.  In  1992,  greenhouse  workers  in  California  made  anywhere 
bom  $6.50  to  $10.00  per  hour  plus  benefits  compared  to  less  than  $1.00  an  hour  in  Mexico. 
S.  Robitaille,  supra.  The  wage  rate  differential  between  Mexico  and  the  United  States 
increases  the  cost  of  labor  for  the  U.S.  grower  by  at  least  550  percent.  The  competitive 
advantage  of  Mexican  growers  due  to  higher  U.S.  wages,  however,  is  not  offset  by  any 
increased  U.S.  produrtivity.  As  much  as  90  percent  of  aU  produaion-relatcd  greenhouse 
work  is  not  suitable  for  mechanization:  planting,  caging,  disbudding,  grading  (sorting), 
string  tying,  harvesting,  and  packaging.  In  addition  to  lower  wages  in  Mexico,  Mexican 
employers  do  not  pay  worker's  compensation  or  unemployment  insurance  payments  and 
have  lower  business  taxes,  fewer  pesticide  and  worker  safety  regulations,  and  lower  energ> 
costs.  li;  SS£  USITC  Pub.  2178,  at  5-7;  US  Congress.  Office  of  Technology  Assessment. 


To  the  extent  that  safeguard  measures  include  the  colleaion  of  duties,  the  Floral 
Trade  Council  suggests  that  implementing  legislation  require  duties  to  be  placed  in  a 
U.S.  Treasury  trust  fund.  A  trust  fund  should  be  established  to  provide  funds  to  the 
U.S.  Departments  of  Commerce  and  Agnculture  to  facilitate  U.S.  growers'  transition 
Elimination  of  duties  on  Mexican  rose  imports  alone  will  force  U.S.  growers  to 
produce  and  market  smaller  nontraditional  crops  in  less  demand.  Without  familiarity 
in  growing  nontraditional  crops  or  wrinen  guidelines,  it  will  take  several  years  for  US 
growers  to  research,  experiment,  produce,  and  market  nontraditional  crops  in  the 
United  States  and  abroad.  Therefore,  funds  should  be  used  by  both  agencies  to  assist 
flower  growers  in  the  research  and  education  process  by  providing  generally  available 
information  on  the  production  of  nontraditional  crops  and  by  providing  export  market 
research  informauon. 
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US-Mexico  Trade:  Pulling  Together  or  Pulling  Apart?  78  (Oct  1992).  Therefore,  the 
Floral  Trade  Council  is  supportive  of  any  effons  to  negotiate  supplemental  agreements 
which  recognize  workers'  rights  and  reduce  the  gap  in  compensation  and  unemployment 
insurance  to  the  extent  practicable* 

Supplemental  agreements  to  NAFTA  should  also  require  an  expedited 
comparative  evaluation  of  the  parties'  pesticide  and  worker  safety  laws  and  regulations,  and 
their  enforcement  histories.  In  this  regard,  the  experience  of  Colombia's  flower  workers  is 
instruaive.  A  National  Public  Radio  repon  has  suggested  that  not  only  does  the  use  of 
pesticides  in  Colombian  flower  production  endanger  workers,  but  they  may  be 
contaminating  the  water  table  SfiC  Morning  Edition.  National  Public  Radio  (Oa.  12, 
1992).  Whether  the  Mexican  and  U.S.  standards  regtilating  pesticides  aie  sufficiendy 
comparable  remains  an  issue.  House  Agrioilture  Committee  Chairman  Kika  de  la  Garza 
(D-Texas)  and  former  Agriculture  Committee  member  Leon  Panetta  (D-Calif)  have 
suggested  that  USTR  establish  a  "high  level  independent  pesticide  committee '  to  address 
regulatory  differences  in  the  United  States  and  Mexico.  The  proposed  committee  would 
also  assist  the  Labor  Department  in  helping  Mexico  improve  its  agriailniral  worker 
standards.  De  La  Garza.  Panetta  CaU  for  Pesticide  Committee  in  NAFTA  A- 14  (BNA/DER 
Oct.  7,  1992). 

Misuse  of  pesticides  according  to  U.S.  standards  endangers  the  environment  and 
results  in  unsafe  working  conditions.  It  is  also  clear,  however,  that  the  use  of  more 
effective,  yet  extremely  toxic,  pesticides  reduces  Mexican  costs  of  produaion.  For 
example,  pesticides,  such  aa  Tcmik.  arc  available  to  Mexican  growcn  bui  ngt  K  U.S 
growers.  The  result  is  the  inability  of  the  U.S.  fresh  cut  flower  grower  to  cono-ol  certain 
pests,  such  as  nematodes  (tmsegmented  worms).  At  the  same  time.  Mexican  growers  do 
not  incur  the  handling  costs  that  U.S.  growers  incur  in  order  to  handle  safely  these 
chemicals,  Filimination  of  Mexican  duties  wjii  fuither  compound  the  imbalance  in  costs 
between  U.S.  and  Mexican  flowers. 

For  these  reasons,  a  supplemental  agreement  should  require  the  panies  to 
harmonize  theix  pesticide  and  worker  safety  laws  and  regulations  within  twelve  to  eighteen 
months  of  signing  the  agreement.  The  Roral  Trade  Council  would  also  support  a 
supplemental    agreement    which    recognized    the    right    of    private    citizens    to    seek 


NAFTA,  coupled  with  other  Mexican  agricultural  reforms,  is  predicted  to  result 
in  a  decrease  in  U.S.  employment  in  the  cut  flower  industry,  over  the  short  and  long 
terms.  USITC  Pub.  2596,  at  30-5  Those  U  S  growers  anxious  to  reduce  production 
costs  and  lower  prices  will  reduce  their  number  of  employees,  and  workers  displaced 
from  cut  flower  companies  in  California  and  other  Western  states  will  require 
retraining.  A  supplemental  NAFTA  agreement  should,  therefore,  provide  for  worker 
adjustment  assistance  and  retraining  for  other  flower  industry-related  positions,  which 
wUl  be  necessary  to  offset  the  anticipated  effect  of  increased  Mexican  imports  of  roses 
and  other  fresh  cut  flowers  under  NAFTA. 

But  this  measure  will  be  of  limited  assistance  to  U.S.  fresh  cut  flower  growers 
Commercial  greenhouses  are  predominandy  family-owned  with  family  members  as 
co-entrepreneurs  providing  much  of  the  human  effort  in  planting,  cultivating, 
harvesting,  grading,  and  marketing  the  flowers.  Their  investment  in  land, 
greenhouses,  and  their  many  years  of  training  and  experience  in  the  commercial 
greenhouse  business  cannot  be  made  whole  from  NAFTA-induced  import  injury  by 
worker  retraining  programs. 


administrative  or  judicial  action  in  their  country  to  enforce  domestic  laws,  as  well  as  the 
right  to  seek  review  of  the  decision  by  one  of  the  proposed  commissions, 
n  CONCLUSION 

The  U.S.  maritet  is  Mexico's  primary  market  for  firesh  cut  flower  exports.  Tariff 
elimination,  combined  with  recent  Mexican  agricultural  reforms,  is  likely  to  result  in 
increased  imports  of  ftesh  cut  flowers.  Due  to  the  import  sensitivity  of  the  U.S.  industry, 
even  small  quantities  of  additional  Mexican  imports  are  likely  to  injure  the  domestic 
industry.  A  supplemental  agreement,  therefore,  should  establish  procedures  to  address  the 
adverse  impact  of  import  surges  on  impon  sensitive  industries.  In  addition,  the  Floral 
Trade  Council  supports  supplemental  agreements  which  recognize  workers'  rights  and 
reduce  the  gap  in  con^nsation  and  unemployment  insurance  to  the  extent  practicable. 
Supplemental  agreements  should  also  require  the  parties  to  harmonize  their  pesticide  and 
worker  safety  laws  and  regulations  within  twelve  to  eighteen  months  of  signing  the 
agreement.  The  Floral  Trade  Council  supports  supplemental  agreements  to  the  NAFTA, 
such  as  those  prcsentiy  under  negotiation. 

Respectfully  submitted. 
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STATEMENT  OF  BOB  CRAWFORD,  COMMISSIONER  OF  AGRICULTURE. 
STATE  OF  FLORIDA 

The  North  American  Free  Trade  Agreement  and  specifics 
surrounding  its  possible  adoption  and  implementation  continue  to 
be  of  great  concern  to  Florida  agriculture.   President  Clinton's 
indication  that  he  will  seek  to  address  the  phytosanitary, 
pesticide,  labor,  environmental  and  possible  import  surge  issues 
in  supplemental  agreements  or  implementing  legislation  is  most 
encouraging. 

We  in  Florida  agriculture  strongly  feel  that  Mexico's 
environmental  protection  practices,  occupational,  worker  safety, 
pesticide  and  health  standards  must  be  equivalent  to  standards  in 
the  United  States.   The  position  of  Florida  agriculture  is  based 
both  on  sound  science  and  good  economics  on  these  issues.  The 
United  States  has  had  very  valid  reasons  for  the  requirements  we 
impose  in  protecting  our  citizens'  health  and  the  health  of  our 
environment  from  exposure  to  pesticides,  other  chemicals  and 
practices,  and  microorganisms.   Our  requirements  in  the  labor 
area  are  also  fundamental  to  protection  of  workers  no  matter 
where  their  location. 

A  price  based  special  safeguard  mechanism  is  critically 
needed  in  the  agricultural  commodity  area  due  to  their  volatile 
and  import  sensitive  nature.   To  enable  the  United  States  to  make 
sound  judgments  in  all  trade  areas,  a  fundamental  foundation  of 
accurate  data  must  be  developed  and  maintained  on  U.S.  and 
Mexican  agriculture. 

We  have  presented  our  unified  position  at  many  points  during 
the  negotiations  on  the  free  trade  agreement  both  to  our  trade 
negotiators,  to  Congress,  and  to  the  International  Trade 
Commission.   Resolutions  from  the  Governor  and  Cabinet  of  the 
State  of  Florida  as  well  as  the  Florida  Senate  and  the  Florida 
House  of  Representatives  have  affirmed  our  position.   Positions 
on  NAFTA  presented  to  the  Florida  Congressional  Delegation  on 
February  24,  1993  are  attached  for  your  record. 

The  opportunity  to  address  some  of  the  inequities  in  the 
labor,  environmental  and  health  systems  of  our  two  countries  is 
currently  before  us  and  this  opportunity  must  not  be  lost. 
Supplemental  agreements  that  satisfactorily  resolve  the  labor, 
environmental  and  import  surge  areas  can  contribute  significantly 
to  the  fairness  and  ultimate  goal  of  establishing  enhanced  trade 
with  our  neighbors.  Such  supplemental  agreements  will  not  be 
protective  measures.   Florida's  citrus,  fruit,  vegetable  and 
horticultural  commodities  are  nonsubsidized,  labor  intensive  and 
import  sensitive  industries.   Florida  agriculture,  that  provides 
our  nation's  winter  bounty  of  citrus  fruits  and  vegetables,  can 
compete  in  strength  when  trade  is  governed  by  equivalent 
requirements . 

We  strongly  recommend  the  delay  of  implementation  of  tariff 
phase-out  provisions  for  winter-produced  fruits,  vegetables, 
citrus  and  citrus  products,  sugar,  tropical  fruits  and  ornamental 
horticultural  products  until  Mexico  can  comply  with 
environmental,  labor,  sanitary  and  phytosanitary  requirements  of 
our  country. 
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orida  Dcj)aitm«'nt  of  Agiiciiltiirt'  &  CoiisunuT  S( 
5      BOB  CRAWFORD,  Commissioner 

Thf  Capitol  •  Tallaliassee,  FL  32399-0800 


POSITION  ON  IMPLEMENTING  AND  PARALLEL  LEGISLATION  FOR  NAFTA 

We  strongly  recommend  the  delay  of  any  implementation  of  tariff  phase-outs  for 
winter-produced  fruits,  vegetables,  citrus  and  citrus  products,  sugar, 
tropical  fruits  and  ornamental  horticultural  products  until  Mexico  complies 
with  environmental,  labor,  sanitary  and  phytosanitary  requirements. 

This  recommendation  is  affirmed  by  Resolution  of  the  Governor  and  Cabinet  of 
the  State  of  Florida,  by  Resolution  of  members  of  the  Florida  Senate,  and  by 
Resolution  of  members  of  the  Florida  House  of  Representatives. 

We  suggest  the  following  additional  provisions  be  immediately  pursued  by  the 
Administration  and  Congress  in  a  parallel  track  and  in  implementing 
legislation: 

1.  Mexico's  environmental  protection  practices,  including  pesticide 
regulations,  must  be  equivalent  to  those  in  the  United  States.   If  this 
objective  is  not  achieved  by  the  beginning  date  of  the  agreement,  any 
reduced  tariffs  or  other  trade  provisions  of  the  agreement  will  revert 
back  to  the  original,  pre-NAFTA  levels  and  will  remain  there  until 
equivalent  practices  are  achieved. 

2.  Mexico's  occupational,  worker  safety,  and  health  standards  must  be 
equivalent  to  those  standards  in  the  United  States.   If  this  objective 
is  not  achieved  by  the  beginning  date  of  the  agreement,  any  reduced 
tariffs  or  other  trade  provisions  of  the  agreement  will  revert  back  to 
their  original,  pre-NAFTA  levels  and  will  remain  there  until  equivalent 
standards  are  achieved.   All  retraining  for  displaced  workers  in  the 
United  States  must  be  fully  funded  with  appropriations  from  the  United 
States  Treasury. 

3.  To  assure  harmonization  of  the  environmental  and  labor  regulations  in 
Mexico,  provision  must  be  made  in  the  parallel  agreement  to  mandate 
effective  monitoring  and  enforcement  of  compliance  efforts  in  Mexico. 
In  addition,  any  U.S.  funds  used  to  assist  Mexico's  transition  must  be 
tied  to  equalization  and  enforcement  of  Mexico's  environmental  and  labor 
requirements. 

4.  A  price-based  in  addition  to  a  volume-based  special  safeguard  mechanism 
for  import  sensitive  crops  must  be  included.   The  agricultural  commodity 
markets  are  too  volatile  and  react  with  too  much  speed  to  be  adequately 
addressed  with  only  the  current  volume-based  mechanism  found  in  the 
agreement.   The  mechanism  should  apply  to  all  import  sensitive 
agricultural  commodities. 

5.  A  database  must  be  developed  and  maintained  on  the  U.S.  And  Mexican 
agricultural  sector  for  the  purpose  of  assessing  the  agreement's 
progress  and  its  impact  on  the  industry.   The  database  should  track 
commodity  specific  data  for  import  sensitive  crops,  information  on  the 
agricultural  workforce,  trade  levels,  and  environmental  conditions  in 
major  export-producing  regions. 
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remain  of 

critic. 

al  importance  to  the  citiiens  of  Florida  and  the  Nation;  and 

WHEREAS,  Flcrida  produces  the  majority  of  the  Nation's  supply  o 

f  winter 

fruits 

c  supplier 

y  of  these  commodities  for  several  months  each  year;  and 

WHEREAS,  eating  fresh  fruits  and  vegetables  each  day  provides  good 

nutrit 

ion  and  can  reduce  the  risk  of  heart  disease  and  cancer;  and 

WHEREAS,  agriculture  is  Florida's  premier  industry,  generating 

more  than 

S6.2  b 

illion  in  sales  and  providing  jobs  for  more  than  100,000  Floridi 

ans;  and 

WHEREAS,  the  North  American  Free  Trade  Agreement  between  the  Un 

Ited 

States 

.  Canada  and  Mexico  threatens  Florida  agriculture  by  scheduling 

the 

supply 

to  a  foreign  nation;  and 

WHEREAS,  Mexico  does  not  possess  eguivalent  regulatory  programs 

to  ensure 

that  pesticide  use,  food  safety,  phytosani tary  and  animal  health  pract 

strict 

ly  monitored  and  properly  enforced;  and 

WHEREAS,  differences  in  environmental  protection,  labor  require 

ments. 

farm  worker  safety,  sanitation  laws  and  workers  compensation  give  Mexi 

can 

grower 

s  an  advantage  to  the  detriment  of  Florida  growers  in  what  shoul 

fair  t 

rade  agreement. 

NOW,  THEREFORE,  BE  IT  RESOLVED  that  the  Governor  and  Cabinet  of 

the  State 

of  Flo 

orida's 

winter 

produced  fruits,  vegetables,  citrus  and  citrus  products,  sugar. 

tropical 

crops 

■e  Trade 

Agreem 

ent  tariff  reductions  until  such  time  that  Mexico  complies  with 

labor. 

enviro 

nmental,  pesticide,  phytosanitary  and  sanitary  requirements. 
BE  IT  FURTHER  RESOLVED  that  the  Governor  and  Cabinet  urge  the 

Admini 

stration  and  Congress  to  insist  on  compliance  in  equivalent  cnvi 

ronmental. 

labor, 

pesticide,  phytosani taTy  and-sanitary .regulations  and  to  requir 

implem 

BE  IT  FURTHER  RESOLVED -th'a't  the  .Governor  and.  Cabinet  urge  the 

Admini 

stration  and  Congress-tc,:emphaEiie-tfte_  role  of  "our  fruit  and  vegetable 

indust 

food. 
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IN  TESTIMONY  WHEREOF,  the  Governor  and  Cabinet' o'f  the'  State  of 

Florida 

have  h 

ereunto-subscribed  their^iames  and.liave  caused  "the  Official  Seal 

of  the 

State 

of  Florida  to  be  hereuntc_3fii.xed  in  the  City  Di_Iallahassee  on 

this  23rd 

day  cf 

February,  1993.         -   -  _      .:  ^  "   x  '  • 

,J^      V 
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aae^olution 


Pi;  ^rnal'Drs  Fulcij,  rcKai.i,  Sullivan, 
Bociar,  ll'iUiams  anh   Casr.s. 


A  rcsnliitinn  tn  cxclufic  certain  floriila  agricull'iiral  prnfiucl'S 
frnm  the  prnposcfl  ^Cnrtll  American  ?rcc  Crafic  Agreement. 


IBHEREA5,  the  health  of  our  nation's  people  £icprnris  upon  the  availability  of 
a  safe  anil  economical  fooil  supply  as  rccogniiefi  in  the  1990  farm  Bill,  anfi 

BHEREA^,  Florida,  because  of  its  geographical  location  ani  climate,  prn6uncs 
mnvt   than  50  percent  of  our  nation's  supply  of  mintcr  fruits  anfi  vegetables,  anfi 

BKEREA5,  Duer  500,000  acres  of  irinler  fruits  anfl  vegetables,  700,000  acres 
of  citrus,  "-OOiOOO  acres  of  sugar  cane,  anil  35,000  acres  of  oniamcntal 
horticultural  plants  arc  groiDn  in  Florida,  anfi 

IPHEREA5,  Florida  is  the  sole  domestic  producer  of  many  fniits  and  vegetables 
in  the  nation's  marketplace  during  the  irintcr  months,  and 

fffl£REA5,  it  is  essential  to  our  nation's  security  that  irr  not  hccnir.c 
dependent  on  a  foreign  supply  of  essential  foods  ir.  the  American  diet,  and 

iEHEREA^,  Florida's  public  policy  unth  respect  to  agricultural  production,  as 
found  in  section  60^.001,  Florida  statutes,  states  "It  is  important  tn  the  health 
and  ffclfarc  of  the  people  of  this  state  and  to  the  economy  of  the  state  that 
additional  problems  are  not  created  for  grou'ers  and  ranchers  ci'.gancd  in  the 
Florida  agricultural  industry  by  laips  and  regulations  that  cause,  or  tend  to 
cause,  agricultural  production  to  become  inefficient  or  nnprof itabic, "  and 

ITHEKEA^,  this  state  recognises  the  increasing  importance  of  fostering 
intcn-iational  trade  as  a  means  for  economic  development  and  maintaining  global 
ccmpctitivcr.css,  and  the  significant  role  that  agricultural  trade  plays,  a;;d 

U^HEREA5,  proposed  expansion  of  free  trade  agreements  to  include  other 

southern  hemispheric  countries  including  Chile,  ^''cnciucia,  Braiil,  Colombia,  and 

Argentina  necessitates  appropriate  trade  agreement  f ormulat ioi'.  as  a  standard  for 

these  future  negotiations  a?  l'cI:  as  for  current  negotiations  irith  IHrxico  and 
Canada,  and 

ffHE;.£A5,  many  foreign  countries  do  not  have  regulatory  or  enforcement 
capabilities  to  ensure  food  safety  and  compliance  mith  phytosanitary  and 
environmental  regulations,  and 

E'HEREA>,  differences  in  mane  requirements,  farm.  u'Orker  safety,  environmental 
regulation,  u^orkcrs'  compensation,  and  governmental  land  subsidies  give  foreign 
groirers  an  adva;itage  over  Florida  grou-ers,  KCl!',  tTKEREFCRE, 


Be  It  Resolved 


the  ^■cnatr  of  the  5tate  of  Florida: 
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fhat  the  Flnriila  Senate  urp^cs  the  rrcsificnt  nf  the  Uiiitci'i  Jtatcs  znh 
CDJinrrss  tn  ensure  221  cnnitablc  rrce  Eraiic  Aprccmcnt  in  u>hich  the  CiuTrninent  nf 
mcx'^CD  asrcc?  tn  enact  lau'?  n;u";  rcoulatinn?  anfi  tn  cr.fnrce  these  rcnulatnr;; 
requirements  sn  that  the  pubiir  health  ani".  safctij  nf  U.?.  citizens  u'hn  cnnsumc 
the  aaricultnral  proiincts  nf  nicxicn  are  assured,  anil!  sn  that  a  hcalthij, 
competitive  inmcstir  reninnal  anil  u>orlii  narhet  for  each  nation's  agricultural 
products  is  niiarantrcfl.   In  the  absence  of  such  treatij  provisions,  II.?. 
nenotiators  should  be  directed  to  take  steps  to  assure  the  physical  safctij  of  its 
citizens  and  the  financial  safctij  nf  11.5.  agriculture. 

P£  It   rURlTHEP  3?E5<DCO!:p  t-hat  the  flnrida  Senate  urrjcs  the  President  nf  the 
United  states  and  Conr\rcss  to  exclude  Florida's  winter  fruits  and  uegctablcs, 
citrus  and  citrus  .inice  prad:ic::s,  tr;.-.  ical  crops,  and  ornamental  horticultural 
proflnrts  frnr.  the  Nnrth  America;;  Free  Cradc  Agreement  until  lilcxico  complies  irith 
labor,  environmental,  pesticide,  phytnsanitanj,  and  sanitary  requirements. 

BE  If  FUEtHER  KE^OCOEP  that  a  ccpi;  i:f  this  resolution,  ffith  the  5cal  of  the 
Senate  affixed,  be  dispatched  tn  the  President  of  the  United  Jtates,  to  the 
Pffirr  rf  the  United  >tates  trade  Kepresentative,  and  tn  the  President  of  the 
United  Jtatcs  Senate,  the  Speaker  nf  the  United  states  House  of  Representatives, 
and  to  each  mcinbcr  of  the  Florida  PclcrvatiDn  to  the  United  states  Conprcss. 


this   is  a  tnic  and  correct  copy 
nf  Senate  Resolution  No.  2036, 
adopted  bu  the  Florida  Senate 
on  February  23,  1993. 


President  nf  the  Senate 


364 


FLORIDA  HOUSE  OF  REPRESENTATIVES 


Tallahassee 
32399- 1300 


John  B.  Phelps 

Clerk  of  the  House 


April    22,    1991 


423  The  Capiiol 
(911^)  IKS.  1157 


CERTIFICATE 


This  is  to  certify  the  attached  is  a  true  and  correct  copy  of 
House  Resolution  2267  as  adopted  by  the  House  of  Representatives 
on  April  11 ,  1991. 


J6hh  B.  Phelps 
ciferk  of  the  House 
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House  aesolution  No.  ^'-O  ( 
A  resolution  expressing  support  for  char.ges  ;; 
the  proposed  free  trade  agree.Tient  -ith  Mexico. 


WHI?.£.-.S,  2  proposed  trade  agreement  between  the  United 
States  and  .Mexico  would  elininate  tariffs  imposed  on  .Mexican 
produce  shipped  i.nto  the  United  States,  and 

WHIP.I.-.S,  with  the  elimination  of  these  tariffs,  the 
factors  which  exist  in  the  Mexican  production  environment, 
including  cheap  laocr  costs,  little  or  no  gover  .-..men  t  al 
regulation  on  tne  use  of  pesticides,  and  other  environmental 
factors  which  make  the  production  of  Mexican  produce  much  less 
expensive  than  its  American  counterparts,  it  is  not  possible 
for  farmers  in  t.he  'Jnited  States  to  com.pete  in  the  .market  with 
parity,  and 

WHIP.IAS,  many  agricultural  groups  are  supporting  the 
inclusion  of  a  provision  in  the  plan  which  would  trigger  a 
United  States  tariff  on  Mexican  produce  when  prices  reach  a 
pre-determined  low,  and 

Wril-^ZAS,  this  proposed  free  trade  agreement  cculc  have 
a  very  detrimental  effect  upon  "Icrida's  agricultural 
conur.unity  and  could  result  in  the  loss  cf  state  jobs  in  the 
industrv,  NOW,  THrHErORZ, 


Be  It  Hesolved  by  tn« 
rior  ida  : 


•ouse  of  Heoresentat:ves  c. 


,  n  e  State 


?nat  the  House  o:  Representatives  hereoy  mcicates  i; 
support  for  the  agricultural  co.T.munity  of  riorica  i.T.i.  cbjec: 
to  the  proposed  free  trace  agreeme.-.t  with  Mexico  unless  tha- 
ag  r  eeme.-.t  can  be  .modified  to  orovide  caritv  for  agricultura. 


eticns;  wcrcs  unce: 


re  ace:  tic- 
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procjcers  in    ir.e    Ur-.ited  States  to  cor.pete  fairly  wit.i  tr.ei: 
Mexican  co\jr.  t  erpa  r  t  s  . 

31  IT  rUr.THEK  P.rsOLvro  that  copies  of  this  resol'jtion 
be  dispatched  to  the  President  of  zhe    United  States,  to  the 
President  of  the  United  States  Senate,  to  the  Speaker  of  the 
United  States  House  cf  Representatives,  and  to  each  Jie~ber  cf 
the  riorida  Delecaticn  to  the  United  States  Concress. 


2 
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STATEMENT  OF  WAYNE  HAWKINS 
EXECUTIVE  VICE  PRESIDENT 
FLORIDA  TOMATO  EXCHANGE 


Mr.  Chairman,  thank  you  for  giving  us  the  opportunity  to 
present  again  our  views  on  the  North  American  Free  Trade  Agreement 
(NAFTA) .  The  Florida  Tomato  Exchange  (Exchange)  is  a  non-profit 
agricultural  trade  association,  which  represents  a  substantial 
majority  of  the  tomato  producers  in  Florida.  During  the  winter 
months  Florida  is  the  principal  domestic  supplier  of  fresh  market 
tomatoes  to  the  U.S.  market.  We  compete  directly  with  imports  from 
Mexico  and  the  Caribbean  countries.  Thus,  as  you  know,  over  the 
years  we  have  not  been  shy  in  letting  Congress  know  when  we  believe 
there  is  a  problem. 

We  are  here  today  to  tell  you  that  the  NAFTA  is  a  substantial 
and  real  problem  for  the  tomato  growers  in  Florida.  It  will  hurt 
them,  it  will  hurt  their  workers  and  their  families,  and  it  will 
hurt  many  rural  communities  in  Florida  who  depend  on  agriculture. 
The  U.S.  International  Trade  Commission  has  concluded  that  the 
Florida  winter  vegetable  industry,  including  tomatoes,  would  likely 
be  adversely  impacted  by  NAFTA.  Another  study  found  that  in  the 
first  year  alone  for  tomatoes,  we  would  lose  8,700  workers  and  $125 
million.  We  aren't  sure  if  these  figures  understate  or  overstate 
the  impact  but  we  are  sure  that  the  impact  will  be  great.  And,  we 
are  sure,  after  studying  this  Agreement,  that  it  clearly  is 
advantageous  to  our  competitors  in  Mexico  and  clearly 
disadvantageous  to  our  growers . 

We  acknowledge  that  the  Agreement  may  be  good  for  many 
industries,  including  some  in  agriculture,  but  there  are  some 
industries,  like  the  winter  fruit  and  vegetable  producers  in 
Florida,  who  will  be  hurt,  and  need  Congress  to  assist  in 
fashioning  adequate  and  fair  relief  before  the  Agreement  is 
approved.  Therefore,  we  ask  this  Committee  to  consider  carefully 
the  impact  of  this  Agreement  on  the  Florida  tomato  industry  and 
acknowledge  this  is  a  problem  which  must  be  addressed  before 
Congress  approves  NAFTA. 

Mr.  Chairman,  in  agriculture,  those  agricultural  commodities 
which  will  be  helped  by  this  Agreement,  generally  are  those  which 
receive  subsidies  and  other  benefits  from  our  government.  Tomato 
growers  do  not  receive  any  subsidy,  no  support  price  payment,  no 
export  credit,  loan  guaranty  or  the  like.  In  addition,  they  do  pay 
a  substantial  amount  of  money  to  comply  with  federal  and  state  laws 
and  regulations  —  as  much  as  30%  of  their  costs  of  production. 
Their  counterparts  in  Mexico  do  not  pay  these  costs. 

Mexico  may  have  similar  labor,  environmental  or  other 
regulations  "on  the  books"  but  these  regulations  are  not  enforced. 
One  of  the  most  important  deficiencies  in  the  NAFTA  is  that  the 
Agreement  cannot  and/or  will  not  be  enforced  in  Mexico.  Mexico 
simply  does  not  have  the  human  resources  to  monitor  or  comply  with 
the  provisions  of  NAFTA.  An  agreement  that  is  enforced  on  one  side 
but  not  the  other  is  a  prescription  for  disaster.  More 
importantly,  such  an  agreement  is  so  fundamentally  unfair  that  it 
becomes  a  subsidy  granted  to  those  against  whom  it  is  not  enforced 
(Mexico)  and  a  negative  subsidy  (or  unfair  trading  practice) 
against  those  against  whom  it  is  enforced  (Florida  tomato  growers). 
It  is  up  to  Congress  and  this  Committee  in  particular  to 
investigate  the  claims  made  herein  and  those  of  others  who  believe 
this  Agreement  will  hurt  them  and  to  make  recommendations  to  remedy 
the  concerns. 


368 


Florida  produces  more  than  50%  of  the  fresh  market  tomatoes  in 
the  U.S.  each  year.  From  mid-November  to  mid-May,  Florida  produces 
95%  of  the  fresh  tomatoes  grown  in  the  U.S.  Last  year,  Florida 
shipped  71.8  Million  25-lb.  cartons  with  farm  value  of  $643  million 
dollars.  Our  competition  is  Mexico  and  the  Caribbean  countries. 
President  Reagan  already  gave  the  Caribbean  Basin  countries  duty 
free  treatment  and  NAFTA  will  do  the  same  for  Mexico.  Ironically, 
NAFTA  will  harm  the  growers  of  competing  agricultural  products  in 
the  Caribbean. 

A  group  of  Floridians  met  with  the  Florida  Delegation  in 
September  1992.  It  was  agreed  to  ask  the  President  for  specific, 
limited  concessions  or  Florida  would  oppose  NAFTA.  Nearly  all  of 
the  Florida  Delegation  at  the  time  agreed  to  this  proposal, 
however,  the  last  Administration  totally  ignored  our  request. 

From  the  very  beginning  of  discussions  on  NAFTA,  the  Florida 
tomato  industry  and  other  perishable  agricultural  commodity  groups 
from  Florida  asked  for  an  exemption.  The  Administration  repeatedly 
told  us  there  would  be  no  exemptions;  but,  don't  worry  they  would 
take  care  of  us  and  we  would  be  on  the  most  sensitive  list.  This 
was  not  the  case.   Our  requests  were  ignored. 

For  the  past  30  years  or  more,  every  time  there  have  been 
government  to  government  negotiations  with  Mexico  dealing  with 
fresh  market  tomatoes,  Florida's  requests  have  been  ignored.  There 
are  two  sets  of  rules  -  one  for  domestic  producers  -  and  one  for 
Mexican  imports . 

For  excimple: 

(a)  Sec.  8(e)  of  the  agricultural  marketing  agreement  act  of 
1937,  as  amended,  says  anytime  a  U.S.  commodity  group  has  a  federal 
marketing  order  in  effect,  all  imports  must  meet  the  same  terms  or 
conditions  of  grade,  size,  quality  and  maturity  that  are  imposed  on 
domestic  producers.  This  section  is  known  as  the  "golden  rule" 
amendment  and  was  introduced  by  Senator  Spessard  Holland  many  years 
ago.  USDA  adds  the  word  "minimum"  --  although  it  doesn't  appear  in 
the  law  —  and  requires  imports  to  meet  only  minimum  size  and  grade 
requirements.  This  totally  defeats  the  purpose  of  Sec.  8(e)  and 
gives  Mexico  a  tremendous  advantage.  Attempts  to  amend  this  law  to 
require  USDA  to  enforce  the  law  as  it  was  intended,  have  been  tried 
numerous  times  -  but,  always  failed  -  because  USDA,  the  State 
Department,  the  special  Trade  Representative's  Office,  the  White 
House  and  other 

departments  of  government  always  oppose  it.  In  other  words,  to 
hell  with  Florida  tomato  growers  —  give  Mexico  another  big 
advantage . 

(B)  Mexico  doesn't  enforce  regulations  on  pesticide  use. 
Although  spot  inspections  at  the  border  show  contamination  on 
imported  tomatoes  from  Mexico  occur  2-3  times  more  often  than  on 
domestic  produce,  the  government  refuses  to  increase  border  checks 
and  doesn't  even  prevent  entry  on  contaminated  products  when  it  is 
found.  This  conclusion  was  confirmed  again  in  a  recent  GAO  report. 

(C)  USDA  inspections  at  the  border  to  certify  grade  and  size 
are  also  a  farce.  Virtually  anything  can  pass  the  border 
inspection. 

(D)  The  Cullican  Valley  is  reportedly  the  number  one  supplier 
of  heroin  to  the  U.S.  Requests  to  put  drug  sniffing  dogs  on  each 
tomato  truck  fell  on  deaf  ears.  A  truck  load  of  Mexican  tomatoes 
could  be  given  away  or  even  dumped  in  the  U.S.,  if  one  25-lb.  box 
was  filled  with  heroin  instead  of  tomatoes. 

(E)  The  U.S.  grade  standards  for  fresh  tomatoes  were  amended 
in  1991  to  require  only  one  size  of  tomatoes  in  a  box  and  for  the 
size  to  be  clearly  designated  on  the  box.  Even  though  Mexican 
growers  and  shippers  participated  on  a  steering  committee  to 
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develop  the  changes  and  did  not  object  to  them,  the  USDA  exempted 
them  from  meeting  the  new  standards .  This  gives  Mexico  a 
tremendous  advantage . 

(F)  USDA  also  exempts  Mexico  from  most  of  the  perishable 
agricultural  commodities  act  (PACA)  rules  and  regulations  including 
misbranding  of  tomatoes.  This  is  as  good  as  a  license  to  steal. 
On  top  of  this,  Mexican  growers  can  and  do  use  our  PACA  law  to 
collect  on  shipments,  but  there  is  no  similar  way  for  U.S.  growers 
to  collect  in  Mexico. 

(G)  Over  the  past  few  years  Mexico  has  taken  the  position 
that  their  producers  ought  to  be  protected  particularly  when  they 
were  producing.  They  did  this  simply  by  requiring  U.S.  shippers  to 
obtain  a  license  in  order  to  ship  into  Mexico;  the  license  never 
was  granted.  In  addition,  many  times,  Mexico  denied  entry  of 
tomatoes  (and  other  agricultural  commodities)  from  the  U.S.  on  the 
basis  of  sanitary  or  phytosanitary  standards  which  were 
inapplicable,  and,  therefore,  constituted  a  non-tariff  trade 
barrier.  For  tomatoes,  on  several  occasions,  Mexico  denied  entry 
because  of  a  fruit-fly  problem  which  never  existed  in  Florida  and 
was  not  a  problem  in  California. 

(H)  The  NAFTA,  as  written,  can  not  be  enforced  in  Mexico 
because  it  does  not  have  enough  qualified  people  to  monitor  and 
enforce  the  Agreement.  This  becomes  a  substantial  trade  advantage 
for  tomato  growers  in  Mexico  because  they  do  not  have  to  follow  the 
laws  and  regulations  of  NAFTA,  and  more  importantly,  they  do  not 
have  to  pay  the  costs  of  complying  with  these  laws  and  regulations. 
The  Florida  tomato  growers  have  to  comply  and  have  to  pay  the  costs 
of  compliance.  This  is  an  unfair  trade  advantage  which  needs  to  be 
addressed  by  Congress. 

Florida's  perishable  agricultural  products  —  particularly 
tomatoes  —  should  be  exempt  from  NAFTA.  Government  studies  by  the 
International  Trade  Commission,  the  General  Accounting  Office  and 
special  committees  in  both  the  Senate  and  House  have  shown  that 
Florida's  perishable  agricultural  commodities  will  be  severely 
affected  by  NAFTA. 

One  government  study  predicts  that  production  of  fresh 
tomatoes  in  Florida  will  be  decreased  by  25%  the  first  year  and 
that  8,700  jobs  will  be  lost  in  tomatoes  alone.  Job  losses  in  all 
perishable  crops  in  Florida  due  to  NAFTA  are  estimated  to  exceed 
50,000  jobs. 

One  good  way  to  help  President  Clinton  succeed  in  his  goal  to 
increase  employment  (or  decrease  unemployment)  would  be  to  exempt 
winter  vegetables  or  Icill  NAFTA  and  save  50,000  +  jobs. 

We  disagree  with  the  theory  of  developing  parallel  legislation 
to  correct  the  inequities  of  NAFTA.  This  means  putting  bad 
legislation  on  the  books,  severely  damaging  Florida  agriculture, 
and  then  trying  to  correct  it  with  additional  legislation.  NAFTA 
is  a  bad  trade  agreement  for  Florida  agriculture.  Exempt  Florida 
perishable  agricultural  products  or  kill  it  and  develop  a  new  trade 
agreement  that  includes  fair  trade.  You  can't  have  free  trade 
without  fair  trade. 

We  don't  have  to  guess  what  will  happen.  It  is  already 
happening  today.  For  most  of  February,  Mexico  dumped  tomatoes  in 
the  U.S.  at  prices  that  didn't  even  cover  their  own  picking  and 
packing  costs.  Many  were  consigned  all  over  the  U.S.  Consignment 
sales  are  pure  distress  sales  and  in  many  cases  don't  return  enough 
funds  to  pay  the  freight  bill. 

In  the  spring  of  1992,  Florida  tomato  growers  experienced  the 
lowest  prices  in  history.  Millions  of  dollars  were  lost.  In  an 
effort  to  prevent  over  production  and  more  cheap  prices,  the  acres 
planted  for  harvest  in  the  fall  of  1992,  were  reduced  by  nearly 
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25%.  This  trend  has  continued  with  a  reduction  of  nearly  3000 
acres  being  planted  for  harvest  for  the  balance  of  the  season  as  of 
January  30,  1993. 

The  results  have  been  very  evident.  Prices  received  during 
October,  November,  December  and  January  were  very  good  except  for 
a  short  time  during  the  Thanksgiving  and  Christmas  holidays. 
Weekly  shipments  from  Florida  were  less  than  last  year  for  almost 
all  weeks  during  this  period. 

Beginning  in  late  January  and  continuing  through  February, 
Florida  supplies  remained  less  than  last  year,  but  Mexico  has 
exported  total  weekly  shipments  of  tomatoes  that  exceed  last  years 
shipments  by  300%  to  400%  each  week.  Granted,  their  shipments  were 
low  last  year  due  to  weather,  but  their  shipments  this  year  are 
totalling  more  than  300,000  packages  a  day  and  their  total 
shipments  through  February  17,  1993  are  running  nearly  5  million 
packages  above  last  year.  This  is  an  increase  of  more  than  60%  and 
they  have  not  reached  full  production  yet. 

This  is  only  half  the  story.  The  only  way  Mexico  knows  how  to 
market  tomatoes  is  to  cut  the  price.  On  a  day-to-day  basis,  Mexico 
is  one  to  three  dollars  cheaper  than  Florida  F.O.B.  prices.  This 
is  documented  in  federal-state  market  news  service  bulletins  which 
are  printed  daily. 

Florida's  price  for  most  of  January  was  $11.00-$12.00  for  25 
lb.  cartons  of  tomatoes.  By  week  ending  February  13th,  the  average 
price  in  Florida  was  $6.84,  and  the  next  week  you  could  buy  all  you 
wanted  for  $4.00.  Why?  Because  Mexico  was  quoting  $2.00  or  less 
for  extra  large  (they  call  them  5x6 's)  tomatoes  in  Nogales, 
Arizona.  Worse  than  that — the  consignment  sales  all  over  the  U.S. 
were  lower  than  that.  This  is  dumping — pure  and  simple.  Keep  in 
mind,  this  is  before  NAFTA.  What  can  we  expect  when  imports  from 
Mexico  are  duty  free. 

Canada  prohibits  consignment  sales  of  perishable  agricultural 
commodities.  You  must  have  a  bill  of  sale  to  cross  their  border. 
Why  can't  the  U.S.  require  the  same?  This  is  not  restraint  of 
trade!  It  simply  requires  the  product  to  be  sold  before  it  enters 
the  U.S.  instead  of  flooding  the  U.S.  with  a  product  and  saying 
what  will  you  give  me  for  it? 

The  only  thing  a  foreign  country  buys  from  the  U.S.  is  what 
they  need.  They  don't  allow  unlimited  shipments  of  a  product  into 
their  country  to  compete  with  their  own  production.  The  only  time 
we  will  ship  a  tomato  to  Mexico  is  when  they  don't  have  any. 

A  vote  for  NAFTA  is  a  vote  to  end  the  Florida  tomato  industry 
as  we  know  it  today.  Approving  NAFTA  will  force  the  Florida  tomato 
industry  to  seek  a  foreign  country  in  which  to  produce  their 
product.  Is  this  what  America  really  wants?  I  don't  think  so!! 
We  need  your  help.  CHANGE  NAFTA .  EXEMPTING  FLORIDA  TOMATOES  OR 
KILL  IT  ME  WRITE  A  NEW  TRADE  AGREEMENT  THAT  IS  NOT  ONLY  FREE  BUT 
FAIR. 
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The  Honorable  Sam  Gibbons  wtam  cutr" 

Subcommittee  Chairman 

House  Ways  and  Means  Subcommittee  on  Trade 

1136  Longworth  House  Office  Building 

Washington,  D.C.  20515 

Dear  Subcommittee  Chairman: 

This  International  Union  represents  more  than  80,000  members  employed  in  the  glass, 
pottery,  plastics,  fiberglass  and  metal  industries  throughout  the  United  States  and  Canada. 
I  am  writing  to  express  to  you  my  grave  reservations  to  the  terms  of  the  North  American 
Free  Trade  Agreement,  a  subject  which  was  recently  discussed  at  a  Trade  Subcommittee 
hearing.  Our  International  Union  feels  very  strongly  that  the  treaty  as  written  should  not 
be  approved.  We  believe  thai  disastrous  consequences  will  fiow  to  our  membership, 
particularly  those  employed  in  industries  where  we  have  traditionally  had  representation 
rights.  We  do  not  believe  that  our  members  can  or  should  be  required  to  compete 
economically  with  individuals  employed  in  Mewco  in  low  wage,  low  benefit  environments 
with  little  health  and  safety  protection.  We  believe  the  likely  outcome  of  approval  of  the 
NAFTA  treaty  will  be  to  see  a  large  amount  of  foundry  work  as  well  as  the  manufacture  of 
glass  and  plastic  containers  being  moved  into  Mexico  and  out  of  the  United  States. 

Our  International  Union  recently  commissioned  a  study  to  look  into  the  health  and 
safety  protections  accorded  Mexican  workers.  A  copy  of  that  study  is  enclosed  for  your 
review.  As  you  can  see,  even  in  the  best  of  circumstances,  Mexican  workers  have  nowhere 
near  the  same  level  of  health  and  safety  protections  accorded  them  as  do  our  members 
laboring  here  in  the  United  Slates  in  like  industries. 

We  also  do  not  believe  the  treaty  should  be  approved  based  upon  assurances  that  "job 
retraining"  will  occur  for  those  displaced  as  a  result  of  the  treaty's  implementation.  All  loo 
often,  that  "job  retraining"  has  resulted  in  individuals  who  are  lucky  enough  to  obtain  work 
working  for  lower  wages  and  benefits  without  the  protections  of  a  union  collective 
bargaining  agreement.  Retraining  has,  in  many  instances,  meant  that  decent  wages  and 
benefits  guaranteed  under  the  collective  bargaining  agreement  will  never  be  duplicated. 
We  therefore  hold  little  use  for  such  retraining  schemes  as  a  substitute  for  keeping  high 
wage  decent  benefit  jobs  in  this  country. 
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Page  Two 

The  Honorable  Sam  Gibbons,  Subcommittee  Chairman 

3/22/93 

We  feel  very  strongly  that  the  treaty  involves  the  impossible  task  of  reconciling  labor 
and  working  conditions  in  Mexico  with  those  in  the  United  States.  We  seriously  question 
whether  that  can  be  done  via  this  treaty.  Rather  we  believe  that  conditions  of  labor  will 
deteriorate  in  the  United  States  to  the  lower  level  existent  in  Mexico.  We  therefore 
request  that  you  carefully  consider  any  treaty  which  is  sent  to  you  for  your  consideration  as 
well  as  any  "supplemental  agreement"  which  is  going  to  be  negotiated  to  sure  up  the  treaty 
and  supposedly  make  it  more  palatable  to  you.  We  do  not  believe  that  there  is  much 
likelihood  that  that  can  be  done.  We  therefore  ask  that  you  closely  and  carefully  examine 
such  supplemental  legislation  after  it  is  negotiated  by  Ambassador  Kantor's  office. 

Thank  you  for  taking  time  to  consider  our  views  on  this  important  subject. 

Sincerely  yours, 

T&mes  E.  HatfieW 
litemational  President 

JEHJed 

cc:  "^KW  Congressmen  on  the  Trade  Subcommittee 
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March  31,  1993 


The  Honorable  Dan  Rostenkowskl 

Chairman 

Committee  on  Ways  and  Means 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 

Dear  Dan, 

I  am  writing  you  regarding  the  North  American  Free  Trade  Agreement.  Governors 
are  generally  very  supportive  of  NAFTA  and  believe  the  agreement  will  provide 
many  opportunities  that  will  improve  the  welfare  of  our  constituents. 
However,  Governors  have  identified  a  need  for  enhanced  federal-state 
cooperation  in  a  number  of  areas  as  well  as  clarification  of  NAFTA  language 
concerning  state  sanitary  and  phytosanitary  measures  and  technical  standards. 

The  states  are  currently  developing  language  for  the  implementing 
legislation.  With  respect  to  greater  federal-state  cooperation,  we  believe 
necessary  elements  of  NAFTA's  implementing  legislation  include  the  following: 

•  Forsal  procedures  oust  be  established  for  state  participation  in  dispute 
settlement  proceedings  involving  a  challenge  to  state  laws.  A  state 
representative  should  work  directly  with  USTR  staff  members  assigned  to 
handle  a  dispute  settlement  case.  This  cooperation  should  begin  from  the 
moment  a  foreign  country  requests  consultations  under  a  trade  agreement 
with  respect  to  a  state  law. 

•  An  effective  ■ecbanisa  Bust  be  developed  to  identify  state  measures  that 
are  inconsistent  with  HAFTA  Chapters  on  Investment,  Services,  and 
Financial  Services  so  that  they  can  be  grandfathered.  The  states  will 
need  the  assistance  iind  expertise  of  USTR  to  identify  their  laws  can  be 
grandfathered  they  will  be  subject  to  challenge. 

•  Formal  procedures  mist  be  established  to  ensure  that  states  are  Informed 
of  and  able  to  participate  in  the  work  of  HAFTA  Committees  and 
SubcoiKlttees  charged  with  facilitating  compatibility  and  equivalence  of 
standards.  States  regulate  in  many  areas  that  these  committees  and 
subcommittees  will  address.  Provisions  have  been  included  in  NAFTA  to 
provide  for  state  participation  in  some  committees  upon  the  request  of 
another  Party,  however,  states  would  like  the  option  to  participate  even 
without  such  a  request. 
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•  An  effective  ■echaniaa  Bust  be  developed  for  full  state  Involvement  in 
future  negotiations  covering  new  areas  such  as  government  procurement. 

While  the  Intergovernmental  Policy  Advisory  Committee  (IGPAC)  provides 
Governors  and  local  governments  a  voice  in  negotiations,  direct  links 
will  have  to  be  established  with  each  Governors'  office  in  new  areas  of 
negotiation  such  as  government  procurement  where  each  state  will  become 
bound  only  on  a  "voluntary"  basis. 

•  Continued  Honltoring  of  notification  and  enquiry  point  obligations  will 
be  required.  While  it  appears  that  these  requisites  will  not  impose 
significant  administrative  burdens  on  the  states  and  will  not  require  a 
change  in  state  standard  setting  procedures,  these  types  of  obligations 
must  be  monitored  to  see  that  the  impact  on  states  does  not  sharply 
Increase. 

Second,  clarification  of  existing  NAFTA  language  regarding  the  ability  of 
states  to  continue  to  exceed  federal  and  international  standards  in  their 
sanitary  and  phytosanitary  measures  and  technical  standards,  and  under  what 
costs  and  conditions,  would  be  beneficial.  While  the  intent  of  the  U.S.  and 
Canadian  negotiators  was  to  protect  the  ability  of  states  and  provinces  to  do 
so,  the  language  of  NAFTA  is  ambiguous.  As  federalism  is  an  important  feature 
of  the  constitutional  and  domestic  legal  framework  of  our  nation,  the  rights 
of  states  should  be  explicitly  recognized.  Clarification  would  not  require 
any  changes  to  NAFTA  itself  but  could  be  accomplished  in  a  side  letter  or  in 
the  side  environmental  agreement. 

Finally,  one  of  the  fundamental  principles  of  the  National  Governors' 
Association  is  opposition  to  unfunded  federal  mandates.  NAFTA  will  impose 
administrative  costs  upon  the  states  and,  as  you  well  know,  Illinois  is 
already  stretched  to  the  limit.  We  simply  cannot  take  on  any  more  federal 
mandates  without  the  funding  to  administer  them. 

We  realize  that  NAFTA  is  only  one  of  the  many  legislative  items  you  are 
addressing  as  Chairman  of  the  Ways  and  Means  Committee.  We  look  forward  to 
working  with  you  towards  the  successful  Implementation  of  NAFTA  and  the  other 
legislative  items  on  your  agenda. 

Sincerely, 


Jim  Edgar      0 
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To  the 

Subconuniitee  on  Trade 
Ways  and  Means  Committee 
U.  S.  House  of  Representatives 
April  1,  1993 


SUPPLEMENTAL  AGREEMENTS  TO 
THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT  (NAFTA) 

STATEMENT  BY  JAY  MAZUR,  PRESIDENT, 

SUBMITTED  ON  BEHALF  OF  THE 

INTERNATIONAL  LADIES'  GARMENT  WORKERS'  UNION.  AFL-CIO 


This  statement  is  made  on  behalf  of  the  International  Ladies'  Garment  Workers'  Union  and 
our  175,000  members,  who  produce  women's  and  children's  apparel  and  related  products. 
Our  members  live  and  work  in  more  than  two-thirds  of  the  nation's  fifty  states. 

The  ILGWU  believes  that  President  Bush's  NAFTA  is  unlikely  to  be  repaired  by 
supplemental  agreements.  Our  comments  will  focus  on  the  concept  of  supplemental 
agreements  to  NAFTA  as  requested  by  the  Committee  and.  in  particular,  on  the  possible 
impact  of  such  agreements  on  garment  production  and  jobs  in  the  United  States.  At  this 
time,  there  is  only  vague  and  rapidly  changing  information  on  just  how  many  supplements 
are  being  considered  and  what  they  would  provide.  Our  comments  are  made  in  the  light 
of  the  available  information. 

The  supplements,  however,  cannot  be  judged  by  themselves.  They  are  presumably  intended 
to  correct  flaws  or  omissions  in  the  basic  NAFTA  and  must  therefore  also  be  viewed  in  the 
broader  context  of  NAFTA  itself.  Only  a  full  recognition  of  the  problems  presented  by 
NAFTA  can  lead  to  a  proper  analysis  of  whether  supplements  will  work  at  all  and,  if  so, 
how  they  need  to  be  designed. 

In  his  testimony  before  your  Committee  on  .March  11,  1993  Ambassador  Kantor  was 
optimistic  about  the  future  of  U.  S.  trade  with  Mexico  under  NAFTA.  He  cited  recent 
information  on  U.  S.  expons  to  Mexico,  using  the  official  data  compiled  by  the  Census 
Bureau.   A  more  detailed  analysis  of  the  export  data  reveal  a  far  less  benign  picture. 

In  1991,  the  latest  year  for  which  all  of  the  details  have  been  tabulated,  total  exports  to 
Mexico  were  reported  to  have  been  $33.3  billion.^  Of  this  total,  $1.0  billion  were  foreign- 
made  goods  being  sold  to  Mexico  or  being  transhipped  through  the  United  States."  A 
considerable  pan  of  the  total  reported  exports  consisted  of  parts  being  shipped  to  Mexican 
plants  for  assembly  and  return  to  the  U.  S.  for  sale.   Again,  not  true  exports. 

Unfortunately  United  States  data  gathering  agencies,  by  design  or  inadvertence,  do  not 
tabulate  export  data  to  show  the  purpose  for  which  the  goods  are  exported.  However, 
parallel  data  on  imports  of  products  assembled  in  Mexico  under  special  tariff  rules  do 
indicate  the  extent  of  such  exports.  In  1991,  imports  from  Mexico  under  Harmonized  Tariff 
Schedule  (HTS)  Item  9802.00.80,  products  assembled  abroad  of  U.  S.  components, 
amounted  to  $14.1  billion  of  which  $7.1  billion  entered  duty-free,  being  made  of  previously 
exported  U.S.-made  components.^ 


U.  S.  Bureau  of  the  Census.  U.  S.  Foreign  Trade  Highlights.  1991. 

"  U.  S.  Bureau  of  the  Census,  U.  S.  E.xports  of  Merchandise  on  CD-ROM.  Annual 
Summary  1991  (data  summanzed  by  ILGWU  Research  Department). 

^  U.  S.  International  Trade  Commission,  Production  Sharing:  U.S.  Imports  Under 
Harmonized  Tariff  Schedule  Subheadings  9802.00.60  and  9802.00.80.  1988-1991. 
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In  addition,  imports  from  Mexico  under  HTS  Item  9802.00.60,  metal  products  advanced 
abroad,  included  a  duty-free  value  of  $0.1  billion,  representing  U.  S.  goods  previously 
exported  for  processing  in  Mexico. 

From  these  official  data  it  is  clear  that  $8.2  billion  or  25  percent  of  the  so-called  $33.3 
billion  exported  to  Mexico  did  not  represent  U.  S.  manufactures  destined  for  Mexican 
consumers.  In  addition  to  the  items  for  which  some  data  are  available,  no  data  are  available 
for  another  large  component  of  the  U.  S.  shipments  to  Mexico  ~  machinery  to  be  used  there 
for  produaion  or  assembly  of  parts  for  the  U.  S.  market.  Some  equipment  is  merely 
transferted  from  U.  S.  plants  that  close  in  favor  of  Mexican  production;  others  may  be  newly 
purchased.  Furthermore,  no  special  record  is  kept  of  parts  and  materials  shipped  to  Mexico 
for  use  in  producing  products  for  the  U.  S.  market  that  do  not  qualify  for  duty-free  status 
on  return  because  they  did  not  meet  the  strict  rules  for  such  status. 

The  epitome  of  the  distorted  export  picture  occurs  in  the  case  of  apparel.  U.  S.  exports  of 
apparel  to  Mexico  were  reported  to  be  $481  million  in  1991.'*  This  is  an  illusory  figure. 
Under  U.  S.  statistical  rules,  exports  of  cut  apparel  parts  are  intermixed  with  e.xpons  of 
finished  garments.  Complementary  data  from  the  import  side  reveal  that  $419.2  million 
represented  returning  U.  S.  components.^  These  data  show  that  some  87  percent  of 
reported  U.  S.  apparel  exports  to  Mexico  are,  in  fact,  apparel  parts  to  be  assembled  there 
and  not  completed  apparel. 

Much  of  the  exports  to  Mexico  reflect  United  States  companies  trading  with  themselves. 
Much  of  the  supposed  growth  in  exports  is  a  result  of  such  cross-border  production  and. 
despite  repeated  statements  to  the  contrary,  little  of  the  so-called  exports  provide  new 
United  States  jobs.  The  more  such  cross-border  operations  continue,  the  greater  the  drain 
on  jobs  in  the  U.  S. 

The  nature  of  our  trade  with  Mexico  raises  major  questions  about  the  role  supplemental 
agreements  will  play. 

In  his  March  11,  1993  testimony.  Ambassador  Kantor  referred  to  five  ways  in  which  the 
administration  seeks  to  strengthen  NAFTA:  border  cleanup,  stronger  enforcement  of 
national  laws.  North  American  commissions  on  environment  and  labor  standards,  worker 
adjustment  and  retraining  and  import  surges. 

While  the  issues  of  border  cleanup  and  environmental  protection  are  a  matter  of  genuine 
national  concern,  they  play  a  relatively  minor  role  in  encouraging  the  transfer  of  apparel 
production  from  the  United  States  to  Mexico.  While  the  ILGWU  supports  actions  to  deal 
with  environmental  matters,  our  comments  relate  to  the  remaining  three  topics. 


Ubor  Standard? 

The  crux  of  the  NAFTA  problem  is  the  huge  disparity  between  the  labor  standards  of  the 
U.  S.  and  Mexico.  If  the  problem  was  merely  the  poor  enforcement  of  Mexico's  labor  laws 
a  supplemental  agreement  might  help.  But  the  real  problem  lies  with  the  standards 
themselves  and  the  policies  of  the  Mexican  goverrtment  to  keep  them  low. 

The  basic  problem  of  wage  disparity  was  noted  by  President  Clinton  even  before  he  took 
office.  In  his  January  8,  1993  press  conference  following  a  meeting  with  President  Salinas. 
President  Clinton  pointed  to  the  "dispariues"  between  Mexico  and  the  United  States.    He 


■*  U.  S.  Bureau  of  the  Census,  U.  S.  Exports  of  Merchandise.  .Annual  Summary  1991. 
These  data  and  the  import  data  that  immediately  follow  are  for  apparel  subject  to  the  .V1FA. 
They  exclude  a  limited  number  of  apparel  products,  primarily  disposable  non-woven 
garments. 

^  Unpublished  computer  data  from  the  Bureau  of  the  Census. 
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said  that  he  wanted  to  look  at  how  other  countries,  including  those  in  the  European 
Community,  have  dealt  with  integration  of  economies  at  different  levels  of  development.'' 

The  then  President-Elect  went  on  to  say  that,  if  this  question  is  "totally  ignored",  it  could 
lead  to  a  repetition  of  what  has  happened  in  the  Caribbean,  where  U.  S.  business  investment 
has  driven  down  wages.  He  added  that  tax  dollars  were  used  for  investments  that  resulted 
in  the  loss  of  U.  S.  jobs  without  helping  the  Caribbean  countries. 

President  Clinton  reiterated  the  point  about  U.  S.  tax  dollars  being  used  to  drive  down 
wages  in  the  Caribbean  countries  in  his  press  conference  of  March  23,  1993.  Referring  to 
NAFTA,  he  added,  "But  the  investment  provisions  need  to  be  used  in  ways  that  will  raise 
wages  on  both  sides  of  the  border  instead  of  lower  wages  on  both  sides  of  the  border  and 
pollute  the  environment.   That's  what  I  want  to  avoid. 

Like  many  other  Caribbean  and  Latin  American  countries,  Mexico  serves  as  a  major  apparel 
assembly  center  for  the  U.  S.  market  because  of  its  low  level  of  wages,  benefits  and  poor 
working  conditions.  Labor  standards  are  not  only  low  in  terms  of  the  needs  of  Mexican 
workers^  but,  more  important,  are  disastrously  low  compared  to  those  in  the  U.  S.  The 
latter  point  is  critical  in  any  analysis  of  the  impact  of  NAFTA  on  the  United  States. 

Trade  liberalization  in  Western  Europe  proceeds  under  a  "social  charter"  that  seeks  to 
standardize  labor  conditions  within  the  community  by  raising  the  lowest  countries  to  the 
levels  of  the  highest.  No  such  linkage  exists  in  NAFTA.  As  water  flows  downhill,  so  will 
the  jobs  of  U.  S.  apparel  workers  move  to  Mexico  where  wages  and  labor  standards  are  but 
a  tiny  fraction  of  our  own. 

Data  on  Mexico's  apparel  industry  and  its  workers  are  limited,  both  the  sector  that  produces 
for  the  local  market  and  plants  producing  for  export  trade.  Much  of  the  local  industry 
consists  of  small,  informally  operated  plants.  Somewhat  more  information  is  available  about 
the  maquiladoras  (in-bond  plants  assembling  products  for  the  U.  S.  market).  Yet,  there  is 
sufficient  evidence  to  document  the  huge  gap  in  the  labor  standards  of  the  two  countries. 

Mexico  has  a  complex  system  of  minimum  wages  with  rates  that  vary  by  region.  The  highest 
rate  level  applies  in  the  border  area  where  most  of  the  maquiladoras  are  located.  As  of 
December  1,  1989  the  legal  daily  minimum  wage  was  approximately  $4.15  for  a  work  day 
of  8  hours,  the  equivalent  of  $.51  an  hour.  In  sections  of  the  country  where  living  costs  are 
lower,  minimum  rates  are  as  much  as  20  percent  below  those  in  the  border  area.'^  In 
contrast,  in  1989,  the  federal  minimum  wage  in  the  United  States  was  $3.35  per  hour,  or 
$26.80  for  an  8  hour  day. 

Since  1989,  FLSA  amendments  have  brought  the  U.  S.  minimum  wage  to  $4.25  per  hour, 
or  more  than  the  Mexico  daily  minimum.  Competitive  relations  with  U.  S.  industry  is 
aggravated  by  the  steady  widening  of  the  gap  as  Mexican  wages  fail  to  keep  up  with  local 
prices  and  the  falling  value  of  the  peso.  The  Mexico  minimum  of  $4.15  per  day  at  the  end 
of  1989,  expressed  in  dollars,  was  only  a  little  more  than  a  third  of  the  1980  Mexican  value 
of  $11.63  per  day.^° 


^  Inside  U.  S.  Trade.  January  15,  1993. 

^  The  New  York  Times.  March  24,  1993 

'^  U.  S.  Department  of  Labor,  Bureau  of  International  Labor  Affairs,  Worker  Rights  in 
E.xport  Processing  Zones.  Volume  H.  August  1990,  p.  49  (hereafter  ILAB).  The  report 
comments:  'The  Mexican  minimum  wage  provides  for  a  barely  acceptable  standard  of  living 
for  the  substantial  number  of  workers  who  receive  it." 

-  ILAB,  op.  cit.,  p.  49. 

^°  ILAB,  op.  cit.,  p.  93. 
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Also  contributing  to  the  widening  cost  differential  is  the  deliberate  policy  of  the  Mexican 
government  to  keep  minimum  wages  low.  Since  the  Mexican  minimum  often  serves  as  a 
ceiling  as  well  as  floor  under  wages,  this  policy  serves  to  encourage  funher  development  of 
Mexican  export  processing  zones  at  the  expense  of  workers  in  both  Mexico  and  the  U.  S.'^ 

There  is  also  a  paucity  of  data  on  average  wages  in  Mexico's  apparel  industry.  Data 
published  by  the  U.  S.  Department  of  Labor  on  apparel  maquiladoras.  which  reputedly  pay 
substantially  higher  wages  and  benefits  than  other  Mexican  apparel  plants,  showed  1988 
average  hourly  earnings  of  only  U.  S.  $.60  an  hour.  Total  compensation,  including  employer 
payments  to  benefit  plans,  was  only  U.  S.  $.76  per  hour.^ 

It  must  be  stressed  that  the  reported  earnings  are  for  maquila  plants  in  the  higher-wage 
border  area.  Earnings  elsewhere  in  the  Mexico  apparel  industry  are  much  lower.  The 
ILGWU  Research  Department  estimated  1990  compensation  in  the  entire  Mexico  apparel 
industry  to  be  U.  S.  $.70  cents  an  hour,  including  whatever  fringes  are  offered. 

In  sum,  Mexican  apparel  wages  are  at  best  one-tenth  of  U.  S.  levels.  While  the  wage  gap 
may  perhaps  widen  less  over  the  long  term  if  Mexico's  economy  becomes  more  stable,  there 
is  little  likelihood  of  it  being  reduced  in  the  near  future. 

Any  meaningful  discussion  of  comparative  labor  costs  in  Mexico  and  the  United  States  must 
also  take  into  account  a  number  of  factors  that  are  not  subject  to  quantification. 

First,  the  maximum  work  week  in  Mexico  is  48  hours. ^-^  In  the  United  States,  the  basic 
work  week  in  non-union  plants  is  40  hours  per  week.  In  shops  under  contract  with  the 
ILGWU,  a  35  hour  work  week  has  been  in  effect  for  many  decades. 

Second,  is  the  use  of  child  labor  in  Mexico.  Children  there  may  be  employed  in  factories 
at  the  age  of  14,  but  are  limited  to  working  6  hours  a  day  until  they  are  16.^'*  In  the 
United  States,  factory  workers  are  more  likely  to  be  at  least  18.  Many  Mexican  children  are 
also  employed  in  the  smaller,  local  apparel  factories.  Many  are  unpaid  family  workers  and 
work  even  before  they  reach  the  age  of  14. 

This  disparity  would  be  difficult  enough  to  try  to  deal  with  through  the  vehicle  of  a 
supplemental  agreement  even  if  such  agreement  were  the  most  favorable  one  could  design. 
However,  indications  are  that  the  supplemental  agreements  now  under  consideration  will 
not  be  effective  in  dealing  with  this  basic  problem. 

Ambassador  Kantor's  remarks  on  March  11  on  labor  conditions  in  Mexico  suggest  the 
difficulty  with  the  limited  scope  of  the  current  approach.  He  found  that  Mexico  has 
adequate  worker  protection  on  paper,  but  that  there  is  a  need  for  better  enforcement. 

However,  procedures  that  promote  due  process,  judicial  review,  and  citizen  access  to  judicial 
and  administrative  bodies,  while  certainly  improvements,  do  not  go  nearly  far  enough  in 
assuring  enforcement  of  laws  and  regulations  on  the  books.  Nor  do  commissions  or  forums 
to  discuss  and  analyze  labor  issues.  Neither  do  commissions  that  review  and  report  publicly 
on  the  enforcement  activities  of  the  relevant  government  agencies. 

The  absence,  for  example,  of  a  proposal  that  would  schedule  wage  increases  in  Mexico  over 
a  specific  period  of  time  is  a  particularly  serious  omission.  Perhaps  even  more  glaring  is  the 
absence  of  provisions  for  trade-linked  sanctions. 


'^  ILAB,  op.  cit.,  p.  ()6. 
'2  ILAB,  op.  cit.,  pp.  94,  95. 
^^  ILAB,  op.  cit.,  p.  49. 
!•♦  Idem. 
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Import  Surges 

Of  all  the  proposed  supplemental  agreements,  the  one  on  import  surges  appears  to  be 
subject  to  the  greatest  amount  of  possible  retreat.  The  Administration  is  concerned  that 
such  provisions  may  be  used  against  U.  S.  exporters  and  the  matter  is  being  approached  with 
a  great  deal  of  caution. 

This  concern  is  misplaced.  First,  it  is  unlikely  that  there  will  be  a  surge  of  bona-fide  exports 
from  the  United  States  to  Mexico.  Second,  assuming  that  there  were  to  be  such  a  surge, 
why  would  we  be  anxious  to  permit  injury  to  our  weaker  neighbor? 

The  real  threat  of  major  surges  is  likely  to  be  from  Mexico  to  the  United  States  as  U.  S.  and 
foreign  firms  rush  to  take  advantage  of  Mexico's  low-wage  climate.  This  is  particularly  true 
of  apparel  shipments,  where  surges  occur  with  regularity  even  before  NAFTA. 

Nor  is  it  clear  just  how  "surges"  are  to  be  defined.  Does  the  term  simply  refer  to  large 
growth  rates  from  one  year  to  the  next  in  specific  products?  Does  it  refer  to  the  kind  of 
damaging  imports  that  would  permit  emergency  action  under  NAFTA?  Or  is  it  used  in  the 
very  limited  sense  of  the  Muliifiber  Arrangement  and  bilaterals  negotiated  under  it  where 
the  term  refers  to  uneven  spacing  of  shipments  in  the  course  of  a  year? 

The  NAFTA  text  provides  a  very  limited  form  of  surge  protection  for  apparel  --  it  calls  for 
shipments  to  be  spaced  out  evenly  in  the  course  of  a  year.  But  this  form  of  protection  is 
so  limited  as  to  be  virtually  meamngless  since  the  real  damage  is  done  by  massive  year-to- 
year  increases  in  exports  to  the  United  States.  But  for  those  latter  surges,  the  only  remedies 
offered  are  the  relatively  cumbersome  emergency  action  procedures  spelled  out  for  non- 
apparel  products  in  Chapter  8  of  NAFTA  and  the  textile-apparel  specific  emergency  action 
procedures  in  Section  4  of  Annex  300B  of  NAFTA. 

In  case  of  apparel,  the  NAFTA  text  provides  that  during  the  10-year  transition  period  only, 
tariff  cuts  may  be  suspended  or  increased  to  MFN  levels  to  avoid  serious  damage  to  a 
domestic  industry.  But  the  procedure  is  cumbersome,  requiring  bilateral  consultation, 
examination  of  and  agreement  on  data,  payment  of  compensation,  etc.  NAFTA  also 
provides  an  equally  cumbersome  procedure  for  emergency  actions  involving  imposition  of 
quotas  on  non-originating  apparel  impons. 

To  attempt  to  control  surges,  there  should  be  a  provision  harming  super-large  increases  in 
shipments  of  apparel  from  Mexico  in  a  short  span  of  time,  say  one  to  three  years.  Many 
such  examples  can  be  found  even  before  the  advent  of  NAFTA.  To  cite  a  few  (references 
are  to  categories  as  defined  in  the  Multifiber  Arrangement): 

Category  348   Women's  and  girls'  cotton  trousers  and  shorts 
Increased  50%  between  1990  and  1991 
Increased  101%  between  1989  and  1992 

Category  352  Cotton  underwear 

Increased  63%  between  1990  and  1991 
Increased  83%  between  1991  and  1992 
Increased  275%  between  1989  and  1992 

Category  649  Man-made  fiber  brassieres 

Increased  43%  between  1990  and  1991 
Increased  76%  between  1989  and  1992 

Growth  in  each  category  or  sub-category  should  be  limited  to  specific  percentages.  Were 
this  the  case,  no  consultations  or  procedures  would  be  needed. 

Control  of  surges  is  particularly  important  because  of  the  clear,  publicly  stated  intentions 
of  the  giant  Far  Eastern  exporters  to  move  into  Mexico  and  establish  plants  there  solely  to 
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have  free  access  to  the  U.  S.  market.  The  limited  ability  of  Mexico  to  increase  its  apparel 
output  on  its  own  initiative,  will  now  be  augmented  by  the  power  of  Far  Eastern  investors 
and  U.  S.  investors.  The  combined  power  of  all  three  forces  creates  the  possibility  of 
massive  import  growth  beyond  that  envisioned  by  even  the  most  ardent  free  trader. 

A  recent  indication  of  how  Asian  exporters  view  their  potential  under  NAFTA  is  contained 
in  an  anicle  in  the  Hong  Kong  Trader  for  February  1993,  which  malces  clear  how  NAFTA 
is  opening  the  door.  The  paper  quotes  the  Mexican  consul-genersd  in  Hong  Kong  as  saying: 

"The  U.  S.  is  the  biggest  market  for  Hong  Kong  manufacturers.  Now  that  Mexico 
has  joined  NAFTA,  Hong  Kong  investors  in  Mexico  will  get  preferential  access  to 
the  North  American  market.  They  don't  have  to  worry  about  the  armual  renewal  of 
China's  Most  Favoured  Nation  trading  status  by  the  U.  S. " 

The  same  Hong  Kong  Trader  article  quotes  Laurence  Fang,  managing  director  of  Doulton 
Co.  Ltd..  which  has  built  a  $23  million  plant  in  the  Yucatan  to  make  woven  garments  all 
earmarked  for  the  U.  S.  market: 

The  benefits  of  investing  in  Mexico  are  textile  quota  availability,  access  to  the  US 
market,  and  low  labour  and  land  costs.  Mexico's  NAFTA  membership  is  an  added 
advantage." 

On  August  3,  1992  the  Journal  of  Commerce  reported  on  a  joint  venture  between  a 
company  from  the  People's  Republic  of  China  and  a  U.  S.  firm  to  produce  apparel  in 
Mexico  for  the  U.  S.  market.  The  report  stated  that  the  Mexican  Export-Import  Bank  had 
loaned  the  Chinese  firm  an  initial  $500,000,  with  more  to  come. 

Unless  NAFTA  or  its  supplements  can  severely  limit  the  anticipated  import  surges,  U.  S. 
manufacturing  jobs,  particularly  in  apparel  and  other  labor-intensive  industries,  will  be  on 
the  chopping  block. 


Trade  Adjustment  Assistance 

While  not  a  subject  of  publicly  reported  discussions  on  supplemental  agreements,  but  a 
matter  of  concern  given  the  devastation  of  U.  S.  apparel  jobs  that  would  stem  from 
implementation  of  NAFTA  is  the  future  of  trade  adjustment  assistance. 

Ambassador  Kantor  indicated  that  the  administration  is  committed  to  helping  those  who 
lose  their  jobs  with  an  effective  program  of  retraining  and  assistance.  He  went  on  to  say 
that  Secretary  of  Labor  Reich  is  "taking  the  lead  in  fashioning  a  comprehensive  program  to 
deal  with  those  who  lose  their  jobs,  whether  the  cause  is  this  trade  agreement,  defense 
cutbacks  or  corporate  downsizing." 

The  ILGWU  supports  a  comprehensive  program  provided  adequate  benefits  are  provided 
to  those  without  jobs,  including  income  replacement  that  will  take  care  of  family  needs, 
health  insurance  protection  and  gaps  in  pension  entitlement.  This  is  critical  because  many 
of  the  displaced  apparel  workers  have  very  few  alternative  job  opportunities.  Most  garment 
workers  in  the  U.  S.  are  women  with  family  ties,  many  are  immigrants  with  language 
problems  and  many  are  members  of  minority  groups.  In  addition  to  the  central  cities,  many 
come  from  small  rural  communiues  where  the  apparel  plant  is  the  major  industrial 
enterprise  of  the  region,  affecting  not  only  apparel  employment,  but  the  well-being  of  small 
merchants  and  other  providers  of  services. 


Impaa  on  the  apparel  Industry 

The  potential  for  damage  from  NAFTA  to  the  U.  S.  apparel  industry  and  its  workers  can 
only  be  properly  gauged  when  viewed  as  part  of  the  overall  apparel  import  picture. 
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The  International  Ladies'  Garment  Workers'  Union  and  its  members  have  had  to  face  the 
ever-increasing  problem  of  apparel  imports  for  over  35  years.  We  have  seen  the  import 
share  of  the  United  States  clothing  market  rise  from  4  percent  to  its  present  level  in  excess 
of  60  percent. 

In  the  last  twelve  years  alone,  total  U.  S.  apparel  imports  have  trebled.  Apparel  imports 
measured  in  terms  of  square  meters  of  fabric  used  in  their  production  in  1980  were 
2,411,500,000  square  meters.   In  1992,  they  increased  to  7,094,285,596  square  meters. 

The  growing  domination  of  the  United  States  apparel  market  by  imports  has  severely  cut 
the  number  of  jobs  available  for  U.  S.  garment  workers.  The  number  of  production  workers 
making  garments  was  at  an  all-time  high  of  1,249,700  in  1973.  By  1980  the  number 
employed  was  down  to  1,079,000  and  in  1991  there  were  only  815,500  jobs,  fewer  than  at 
any  time  since  World  War  II.  This  occurred  despite  a  19  percent  increase  in  population 
between  1973  and  1991.  There  was  a  temporary  respite  early  in  1992  and  average 
employment  for  the  year  was  up  to  821,400  but  the  number  of  jobs  has  been  falling  again 
since  mid-1992. 

There  is  simply  no  room  left  for  further  expansion  of  apparel  imports  without  serious  further 
damage  to  domestic  employment.  For  years,  the  previous  administrations  had  indicated  that 
expansion  of  apparel  impoas  from  Mexico  or  the  Caribbean  Basin  would  be  offset  by 
declines  in  shipments  from  the  Far  East.  This  has  not  turned  out  to  be  the  case,  however. 
Shipments  of  apparel  from  both  hemispheres  have  increased,  adding  to  the  plight  of  U.  S. 
garment  workers. 

In  this  testimony  the  ILGWU  has  tried  to  demonstrate  that  NAFTA  as  a  basic  concept 
cannot  work  when  two  countries  have  such  extreme  disparity  in  wages  and  standards  which 
are  likely  to  persist  for  many  years. 

This  basic  flaw  in  NAFTA  cannot  be  remedied  by  the  relatively  weak  and  ineffective  type 
of  supplemental  agreements  under  discussion.  Without  a  dramatic  expansion  in  the  scope 
of  the  current  negotiations,  NAFTA  will  lead  to  further  massive  import  inroads  and  the 
further  destruction  of  many  more  badly  needed  apparel  jobs.  Congress  should  waste  no 
time  in  making  clear  its  opposition  to  such  an  agreement. 
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Introduction 

The  International  Sugar  Policy  Coordinating  Cominission  of 
the  Dominican  Republic  (Dominican  Sugar  Policy  Commission)'  is 
submitting  this  statement  in  response  to  the  Subcommittee  on 
Trade's  request  for  comments  on  supplemental  agreements  to  the 
North  American  Free  Trade  Agreement  (NAFTA) .   The  Dominican  Sugar 
Policy  Commission  is  strongly  opposed  to  the  provisions  in  NAFTA 
which  provide  Mexican  sugar  exporters  with  increased  preferential 
access  to  the  U.S.  market. 

These  provisions  (in  the  U.S. -Mexico  Free  Trade  Agreement) 
increase  Mexico's  percentage  share  of  the  allocated  tariff-rate 
quota  on  sugar  imports  and  reduce  the  second  tier  duty  on  Mexican 
sugar  imports  under  the  tariff-rate  quota.   Such  changes  to  the 
U.S.  sugar  import  program  will  provide  a  windfall  to  Mexican 
exporters  and  would  certainly  harm  those  countries  in  the 
Caribbean  and  Central  America  whose  economies  are  heavily 
dependent  on  sugar,  particularly  the  Dominican  Republic.   The 
Dominican  Sugar  Policy  Commission  believes  that  if  the  United 
States  were  to  negotiate  an  effective  import  surge  agreement  with 
Mexico  and  enact  appropriate  implementing  legislation,  such 
action  would  have  the  salutary  effect  of  protecting  the  Dominican 
Republic's  access  to  the  U.S.  sugar  market,  and  that  of  other 
traditional  suppliers  in  the  Caribbean  and  Central  America  whose 
access  is  seriously  threatened  by  the  sugar  provisions  in  NAFTA. 
This  would  also  protect  the  guaranteed  minimum  quota  established 
for  off-shore  suppliers  in  the  1990  Farm  Act. 

Treatment  of  Mexican  Sugar  Imports  under  NAFTA 

It  is  the  understanding  of  the  Dominican  Sugar  Policy 
Commission  that  the  U.S.  Government  initially  contemplated 
substantially  increasing  the  tonnage  of  sugar  that  Mexico  could 
ship  to  the  United  States  under  the  tariff-rate  quota,  but 
rejected  this  approach  when  it  became  apparent  that  it  would  be  a 
windfall  for  a  few  Mexican  sugar  exporters.   (Mexico  apparently, 
asked  for  increased  access  of  1.5  million  tons  while  the  U.S. 
initially  considered  giving  Mexico  a  guota  increase  of  25-50,000 


'The  International  Sugar  Policy  Coordinating  Commission  of 
the  Dominican  Republic  is  a  quasi-governmental  agency  comprised 
of  both  public  and  private  sector  members  under  the  chairmanship 
of  the  Secretary  of  State  for  Foreign  Relations  of  the  Dominican 
Republic. 


tons.   Since  Mexico  is  a  traditional  net  importer  of  sugar, 
traders  would  simply  have  purchased  lower-priced  world  market 
sugar  and  used  it  (on  a  substitution  basis)  to  fill  the 
additional  quota  at  the  premium  prices  available  in  the  U.S. 
market.)   Instead,  the  U.S.  Government  negotiated  provisions 
whereby  Mexico's  sugar  quota  is  increased  subject  to  a 
determination  of  "net  exporter"  status  and  the  second  tier  duty 
on  Mexican  sugar  imports  (16  cents  per  pound,  raw  value)  will  be 
staged  down  over  fifteen  years.   A  summary  of  the  pertinent 
provisions  is  set  out  below: 

Years  1  to  6.   Any  year  that  Mexico  is  projected  to  be  a 
surplus  producer  of  sugar  (i.e.,  production  is  expected  to 
exceed  consumption),  its  duty-free  access  to  the  U.S.  sugar 
market  will  increase  to  25,000  metric  tons,  roughly  3.5 
times  its  current  quota  of  7,258  tons.   The  surplus  producer 
status  projection  for  each  fiscal  year  must  be  made  the 
preceding  June.   The  U.S.  16  cent  second  tier  tariff  for 
Mexico  will  drop  15  percent  during  years  1  to  6 . 

Years  7  to  15.   The  U.S.  13.6  cents  second  tier  tariff 
for  Mexico  will  be  reduced  to  zero  during  years  7  to  15. 
Mexico  will  adopt  the  U.S.  second  tier  tariff  as  a  common 
external  tariff  on  non-NAFTA  sugar.   In  addition: 

a.  If  Mexico  fails  to  achieve  surplus  producer 
status  for  two  consecutive  years,  including 
years  1  to  6,  Mexico's  potential  access  to 
the  U.S.  market  will  increase  to  150,000  tons 
in  year  7,  and  grow  10  percent  per  year  to 
322,000  tons  in  year  15.   Mexico  may  export 
up  to  the  proscribed  amount  in  any  year  it  is 
projected  to  achieve  surplus  producer  status. 

b.  If  Mexico  does  achieve  surplus  producer 
status  in  two  consecutive  years,  including 
during  years  1  to  6,  Mexico  may  export  its 
entire  exportable  surplus  to  the  U.S. 

After  Year  15.   There  will  be  no  limit  on  Mexican  sugar 
exports  to  the  U.S.   (Presumably,  rules  of  origin  would 
discourage  transshipment  and  a  remaining  common  external 
tariff  would  discourage  substitution  of  non-Mexican  sugar 
by  private  producers,  but  verification  and  enforcement 
measures  are  uncertain.) 

Sugar  Blends  and  Sugar-Containing  Products.   U.S.  Section 
22  limits  on  imports  of  these  products  would  be  converted  to 
tariffs  and  the  tariffs  would  be  reduced  to  zero  over  10 
years. 

Flaws  in  NAFTA  Sugar  Provisions 

The  Dominican  Sugar  Policy  Commission  is  concerned  primarily 
with  the  treatment  of  Mexican  sugar  imports  in  three  main  areas: 
the  stage-down  of  the  second  tier  duty,  the  substitution 
problems,  and  the  lack  of  appropriate  marketing  and  distribution 
restrictions.   Each  of  these  problem  areas  is  addressed 
separately  below,  along  with  possible  solutions.   These  solutions 
are  not  contained  in  NAFTA  and  therefore  need  to  be  addressed  in 
a  supplemental  agreement. 

Stage  Down  of  Second  Tier  Duty 

The  U.S.  Government's  agreement  to  stage  down  the  second 
tier  duty  on  Mexican  sugar  imports  (16  cents  per  pound,  raw 
value)  over  a  period  of  fifteen  years  is  extremely  objectionable 
to  Dominican  sugar  exporters  since  it  would  have  the  effect  of 
increasing  Mexico's  share  of  the  U.S.  market  at  the  expense  of 
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traditional  exporters  because  the  second  tier  tariff  is  the  only 
effective  control  on  the  volume  of  imports. 

Assuming  world  prices  remain  close  to  current  levels  of 
about  12.0  cents/pound,  the  effectiveness  of  the  second  tier 
tariff  as  a  limitation  on  imports  from  Mexico  would  be  lost  in 
about  ten  years  (or  faster  if  world  prices  were  to  decline) .   At 
such  time,  exporters  from  Mexico  could  flood  the  U.S.  market  by 
satisfying  domestic  needs  in  Mexico  with  world  market  sugar  or 
other  nutritive  sweeteners  such  as  high  fructose  corn  syrup 
(HFCS) ,  and  then  shipping  as  much  raw  or  refined  Mexican  sugar  as 
possible  to  the  United  states. 

Substitution  Problems 

There  are  several  serious  problems  regarding  "substitution": 
(1)  Mexican  traders  could  satisfy  domestic  needs  with  world 
market  sugar,  thereby  freeing  up  Mexican  sugar  for  shipment  to 
the  United  States;  (2)  HFCS  and  other  nutritive  sweeteners  could 
be  substituted  for  sugar  in  domestic  applications;  and  (3)  sugar 
blends  and  sugar-containing  products  could  be  used  in  the  place 
of  raw  and  refined  sugar  when  Section  22  protections  are  lowered. 
These  substitution  problems  are  of  immense  concern  to  the 
Dominican  Sugar  Policy  Commission.   Unless  they  are  solved,  in  a 
few  years  the  Dominican  Republic  and  other  traditional  exporters 
in  the  Caribbean  and  Central  America  could  be  shut  out  of  the 
U.S.  market  entirely.   Moreover,  failure  to  address  these 
problems  in  an  effective  manner  would  have  serious  adverse 
consequences  for  the  U.S.  domestic  industry  as  well. 

During  the  negotiation  process,  the  Dominican  Sugar  Policy 
Commission  suggested  that  the  best  way  to  solve  the  substitution 
problems  would  be  to  suspend  the  stage-down  of  the  second  tier 
duty  as  long  as  Mexico  is  not  "self-sufficient"  in  sugar 
production  and/or  to  apply  the  reduced  second  tier  rates  only  to 
imports  of  sugar  and  sugar-containing  products  from  Mexico  in 
amounts  which  exceed  Mexico's  total  domestic  consumption  of 
nutritive  sweeteners.   For  this  formula  to  be  effective,  Mexico 
should  not  be  able  to  substitute  high  fructose  corn  syrup  and 
other  nutritive  sweeteners  for  sugar  in  domestic  applications  and 
be  able  to  qualify  for  the  reduced  second  tier  tariffs. 
(Starting  in  1975  a  switch  to  HFCS  occurred  in  the  U.S.  soft 
drink  industry  which  caused  a  shrinkage  in  U.S.  sugar  imports  of 
about  4  million  tons  and  concomitant  harm  to  off-shore 
suppliers.)   For  example,  if  Mexico's  total  domestic  consumption 
of  nutritive  sweeteners  (sugar,  sugar  blends,  sugar  mixtures, 
HFCS,  glucose  syrups,  dextrose,  etc.)  were  5  million  tons,  its 
sugar  production  would  have  to  be  more  than  5  million  tons  before 
the  excess  (only)  would  be  eligible  for  the  reduced  second  tier 
duties.^ 

Another  suggestion  was  made  to  apply  the  reduced  duty  rates 
only  to  exports  of  sugar  and  sugar-containing  products  from 
Mexico  in  excess  of  Mexico's  domestic  consumption  of  nutritive 
sweeteners.   This  would  have  ensured  that  the  benefits  of  the 
liberalized  trade  in  sugar  are  not  limited  to  a  few  traders. 
Moreover,  it  would  protect  the  interests  of  the  traditional 
exporters  in  the  Caribbean  and  Central  America,  who  have  reliably 


^   Mexico's  domestic  sugar  consumption  for  1990/91  was  4.19 
million  metric  tons,  raw  value,  and  was  expected  to  expand  at 
about  3.5  percent  a  year  to  4.8  to  5.0  million  tons  by  1996.   To 
date,  alternative  sweeteners  have  not  been  significant  factors  in 
the  Mexican  soft  drink  industry,  one  of  the  world's  largest,  but 
their  use  could  increase  substantially.  (Source:  USDA  Sugar  and 
Sweetener  Situation  and  Outlook  Report.  March  1991) .   However,  a 
soon-to-be-released  USDA  study  predicts  a  major  expansion  in 
Mexican  sugar  production  as  a  result  of  NAFTA. 
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supplied  the  United  States  with  sugar  during  periods  when  it  was 
often  far  more  profitable  to  ship  their  sugar  to  other 
destinations.   Unfortunately,  the  U.S.  Government  did  not 
incorporate  these  suggestions  into  the  agreement  with  Mexico. 

The  "tariff ication"  of  the  Section  22  quotas  on  sugar  blends 
and  sugar-containing  products  will  further  compound  the 
substitution  problems,  since  the  Section  22  quotas  were  imposed 
precisely  to  control  imports  of  sugar  blends  and  sugar-containing 
products.   Converting  the  Section  22  quotas  to  tariffs  and  then 
lowering  the  tariffs  will  erode  the  protection  that  Section  22 
was  designed  to  afford. 

Marketing  and  Distribution  Restrictions 

The  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990 
(the  1990  Farm  Act)  established  a  guaranteed  minimum  import  quota 
of  1.25  million  tons  for  traditional  off-shore  suppliers.   In 
addition,  it  provided  that  marketing  controls  would  be  imposed  on 
domestic  cane  and  beet  sugar  and  crystalline  fructose  if 
anticipated  fiscal  year  imports  for  consumption  were  less  than 
1.25  million  tons.   If  the  second  tier  tariff  on  Mexican  sugar 
imports  were  to  be  staged  down  as  described  above,  imports  from 
Mexico  could  trigger  marketing  controls  on  U.S.  sugar  producers. 
This  would  lead  to  the  anomalous  situation  where  Mexican 
producers  could  produce  as  much  as  desired  while  U.S.  producers 
would  be  subject  to  marketing  controls.   To  prevent  this  unfair 
result,  Mexican  producers  should  be  subject  to  the  same  marketing 
controls  as  U.S.  growers.   One  of  the  stated  objectives  of  the 
negotiations  is  to  establish  the  framework  for  free  trade 
throughout  North  America.   Under  such  philosophy,  creating  a 
North  American  "common  market"  in  sugar,  Mexican  sugar  growers 
should  not  object  to  being  subject  to  the  same  marketing  controls 
as  U.S.  producers.   To  do  otherwise  would  undermine  Congress's 
express  intent  in  the  1990  Farm  Act  to  provide  traditional  off- 
shore suppliers  with  guaranteed  minimum  access  to  the  U.S.  market 
while  preserving  a  viable  domestic  sugar  industry. 

Suggestions  for  Supplemental  Import  Surge  Agreement 

The  Dominican  Sugar  Policy  Commission  believes  that  it  is 
essential  to  have  a  supplemental  import  surge  agreement  to 
address  the  problems  with  respect  to  the  treatment  of  sugar  under 
NAFTA  in  spite  of  the  Administration's  views  on  the  subject. 
Apparently,  during  the  negotiations  with  Mexico  the 
Administration  thought  that  Mexico  would  not  qualify  as  a  "net 
exporter"  of  sugar  at  any  time  soon  and  consequently  that  it  was 
unnecessary  to  have  meaningful  safeguard  arrangements  in  the 
agreement.   Moreover,  it  now  appears  that  the  U.S.  Trade 
Representative  is  backing  away  from  President  Clinton's  position 
on  the  need  for  mechanisms  to  protect  against  import  surges.   (We 
refer  to  the  Monday,  March  22,  1993,  issue  of  The  Journal  of 
Commerce  in  which  Deputy  Trade  Representative  Yerxa  is  quoted  as 
saying  that  a  "monitoring"  and  "consultation"  mechanism  is  all 
that  is  needed.) 

Unlike  the  Administration,  some  farsighted  Members  of 
Congress  have  recognized  the  problems  associated  with  the 
treatment  of  sugar  in  NAFTA  and  have  introduced  a  bill,  H.R. 
1403,  intended  to  remedy  such  problems.   This  bill  is  important 
because  the  situation  is  actually  growing  worse. 

The  need  for  an  agreement  to  protect  against  import  surges 
will  become  even  more  apparent  when  the  Department  of  Agriculture 
(USDA)  releases  its  latest  study  on  the  Mexican  sugar  industry. 
According  to  the  draft  of  this  study  prepared  by  officials  of 
USDA's  Economic  Research  Service  and  Foreign  Agricultural  Service 
which  will  be  released  in  a  few  days,  Mexico  is  expected  to  have 
exportable  sugar  surpluses  reaching  800,000  tons  by  year  14  of 


the  agreement.   Furthermore,  total  annual  production  is  expected 
to  increase  by  over  1  million  tons  by  year  14  as  a  result  of  $2 
billion  new  investment  in  the  Mexican  sugar  industry.   This  is  a 
major  change  in  circumstances  which  needs  to  be  addressed  in  a 
supplemental  agreement. 

The  Dominican  Sugar  Policy  Commission  submits  that  the 
supplemental  agreement  should  contain  the  following  elements  at  a 
minimum: 

(1)  a  "snap-back"  of  the  second  tier  tariff  under  the 
tariff  rate  quota  under  specified  circumstances; 

(2)  stand-by  marketing  controls  on  Mexican  producers 
similar  to  those  imposed  on  U.S.  producers;  and 

(3)  provisions  to  prevent  the  substitution  of  HFCS  and 
other  nutritive  sweeteners  for  sugar  when  calculating  Mexico's 
"net  exporter"  status. 

Conclusion 

It  is  extremely  important  to  the  Dominican  Republic  that  its 
sugar  exports  retain  at  least  the  minimum  level  of  access  to  the 
U.S.  market  established  by  the  1990  Farm  Act.   Congress  has 
recognized  this  and  in  order  to  accomplish  this,  it  is  necessary 
to  negotiate  and  implement  a  supplemental  agreement  containing 
meaningful  protections  on  sugar. 


The  International  Sugar  Policy 
Coordinating  Commission  of  the 
Dominican  Republic 
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[BY  PERMISSION  OF  THE  CHAIRMAN:] 


Statement  of  Dr.  Richard  L.  Bernal 
Ambassador  of  Jamaica  to  tlie  United  States  of  America 


Submitted  to  the 

House  Ways  and  Means  Subcommittee  on  Trade 
Hearing  on  Supplemental  Agreements  to  NAFTA 


March  II,  1993 


I  would  like  to  commend  Chalmian  Gibbons  for  holding  this  important  hearing  on 
supplemental  agreements  to  the  North  American  Free  Trade  Agreement.  In  Jamaica,  we 
welcome  this  as  an  opportunity  to  leam  more  about  the  environmental  issues  that  relate  to 
the  NAFTA.  From  our  vantage  point  in  the  Caribbean,  we  in  Jamaica  remain  keenly 
interested  in  the  environmental  impact  of  NAFTA. 

Careful  environmental  management  is  especially  critical  for  Jamaica,  and  we  have  long 
recognized  that,  as  part  of  the  fragile  Caribbean  ecosystem,  our  actions  have  environmental 
impact  on  our  neighbors.  Similarly,  actions  of  others  in  the  Caribbean  and  parts  of  North 
America  have  impact  on  Jamaica. 

Air  pollutants  know  no  national  boundaries  and  have  the  potential  to  cause  the  same 
health  problems  in  Jamaica  or  Texas.  Sea  pollutants  similarly  are  a  shared  concern  and  can 
do  equal  harm  to  coral  reefs  off  the  coast  of  Miami  or  Montego  Bay.  Such  concerns  are 
exacerbated  by  climatic  factors,  which  affect  the  countries  in  the  region.  Hurricanes,  for 
example,  annually  threaten  the  Caribbean  islands  and  the  southern  United  States  with 
economic  and  environmental  devastation. 

Environmental  policies  and  health  safeguards  on  United  States  products  have  a 
tremendous  impact  in  Jamaica.  Each  year,  we  consume  nearly  $1  billion  worth  of  U.S. 
exports.  This  means  that  American  agricultural  products  and  manufacturing  inputs  account 
for  about  70  percent  of  our  total  Import  bill.  As  a  result,  Jamaicans  are  quite  familiar  with 
American  health  and  ecological  standards  and  regulations.  Of  course,  we  assume  a  similar 
responsibility  witii  regard  to  our  exports  to  the  United  States. 
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It  is  for  these  reasons  that  we  view  environmental  aspects  of  NAFTA  as  being 
important  to  our  own  economic  and  physical  health.  Moreover,  we  believe  that  expanded 
regional  cooperation  on  economic  matters  will  serve  as  an  important  precedent  for  expanded 
regional  cooperation  on  environmental  issues.  And  such  regional  cooperation  -  especially  on 
environmental  matters  -  Is  not  new  to  Jamaica. 

Through  the  Caribbean  Group  for  Cooperation  and  Economic  Development 
(CGCED),  we  are  working  with  other  Caribbean  countries  to  address  common  developmental 
concerns  in  an  environmentally  sustainable  manner.  Last  June,  a  Jamaican  delegation,  led 
by  Prime  Minister  P.].  Patterson,  participated  actively  in  the  U.N.  Conference  on 
Environment  and  Development  (UNCED)  in  pursuit  of  these  goals. 

Jamaica  is  fully  committed  to  sound  environmental  stewardship.  This  commitment 
is  evident  at  the  very  highest  level  of  leadership.  Prime  Minister  Patterson  once  held  the 
environmental  portfolio  as  a  Cabinet  Minister  and  remains  active  in  the  Inter-Ministerial 
Committee  on  the  Environment.  Through  this  committee  -  and  the  Natural  Resources 
Conservation  Authority  -  environment  concems  are  central  to  many  Jamaican  govemment 
decisions. 

This  commitment  also  is  the  foundation  for  a  valuable  private/public  sector 
partnership.  In  many  areas,  Jamaica's  private  sector  has  even  led  the  Govemment  in 
formulating  environmental  standards  for  Jamaican  industry.  Moreover,  private  sector 
associations  and  chambers  of  commerce  have  been  at  the  forefront  In  leading  environmental 
awareness  programs  and  funding  research  studies. 

With  this  improved  understanding  of  environmental  issues,  Jamaica  has  seen  positive 
results  -  in  both  ecological  and  economic  terms.  Our  bauxite  industry,  for  example,  has 
invented  technology  to  recycle  "tailings"  -  previously  an  unhealthy  and  environmentally 
damaging  by-product  from  bauxite  mines  -  into  material  for  housing.  This  process  has  been 
licensed  and  is  now  visible  In  other  mines  around  the  world. 

But  such  successes  must  be  viewed  in  a  regional  framework.  Our  economy  is  heavily 
dependent  upon  the  import  of  U.S.  products,  while  the  United  States  provides  our  largest 
export  market.  In  Jamaica,  as  with  other  small  developing  countries  of  the  Caribbean,  we 
can  only  guarantee  long  term  success  in  our  environmental  program  through  close 
collaboration  with  the  United  States.  Through  such  programs  like  the  debt-for-nature 
provisions  of  the  Enterprise  for  the  Americas  Initiative  (EAI)  the  U.S.  Govemment  has 
signaled  its  intention  to  strengthen  this  valuable  partnership  with  the  Caribbean  nations.  And 
such  a  partnership  underscores  a  key  element  of  regional  economic  growth  -  that  of  regional 
environmental  cooperation. 
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By  providing  valuable  debt  relief  to  Jamaica,  the  United  States  has  strengthened  the 
ability  of  Jamaica  to  pursue  both  economic  and  environmental  goals.  Ultimately,  this 
enliances  economic  growth  and,  in  Jamaica,  provides  a  mechanism  to  promote  our 
environmental  objectives.  We  have  already  seen  such  a  linkage  in  Jamaica,  and  are  proud 
to  note  that,  using  authority  provided  by  EAI  debt  relief,  Jamaica  has  established  the  first 
EAI  environmental  facility  to  make  financial  assistance  available  to  worthwhile  environmental 
projects. 

As  we  focus  on  the  latest  efforts  to  stimulate  economic  growth  and  cooperation  in  the 
Western  Hemisphere,  we  again  see  the  potential  for  renewed  environmental  and  economic 
cooperation.  We  are  confident  that  this  will  redound  to  the  benefit  of  the  entire  hemisphere. 


390 


L    Conference    of    State     Legislatures 


444    NORTH  CAPITOL  STREET,  N.W  SUITE  515         WASHINGTON,     DC, 

202-624-5400     FAX  202-737-1069 


March  29,  1993 


ART  HAMILTON 
USE  MINORITY  LEADER 


PRESIDENT.  NCSL 


DON  SCHNEIDER 
EF  CLERK  OF  THE  SENATE 


The  Honorable  Sam  M.  Gibbons 

Chairman  sttaef  chair,  ncsl 

House  Subcommittee  on  Trade 


Washington,  DC  20515 
Dear  Chairman  Gibbons: 


WILLIAM  POUND 
EXECUTIVE  DIRECTOR 


On  behalf  of  the  National  Conference  of  State  Legislatures  (NCSL),  we  respectfully 
request  that  your  committee  hold  hearings  on  environmental  issues  as  they  relate  to  the 
North  American  Free  Trade  Agreement  (NAFTA). 

States  remain  very  concerned  about  preserving  the  sanctity  of  state  environmental  laws. 
Under  the  NAFTA  dispute  settlement  mechanism,  Canada  and  Mexico  may  challenge 
state  environmental  laws  as  barriers  to  trade.   This  could  force  states  to  repeal  laws  that 
were  passed  to  protect  the  health  and  safety  of  their  citizens.   Further,  the  actual 
agreement  neglects  to  address  border  clean-up.   It  is  important  that  the  U.S.  and 
Mexico  commit  resources  to  controlling  pollution  in  this  area.   Currently,  border  states 
are  being  forced  to  bear  the  brunt  of  excessively  high  clean-up  costs. 

Over  the  years,  NCSL  has  played  a  role  in  lobbying  against  preemption  of  state  laws  as 
well  as  garnering  support  for  adequate  funding  of  state  programs.   Because  there  are  so 
many  members  of  Congress  who  are  also  concerned  about  this  topic,  we  recommend 
that  hearings  be  held.   For  further  information,  please  contact  Karen  Britto  at  the 
National  Conference  of  State  Legislatures  (202)  624-8698.   We  look  forward  to 
working  with  you  on  this  issue. 

Sincerely,    , 

Art  Hamilton 

Minority  Leader,  Arizona  House 

President,  NCSL 


1560BROADWAY  SUITE  700  DENVER. COLORADO 80202  303-8JO-2200  FAX  303«3*»3 
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STATEMENT  OF  ROBERT  E.  BARROW,  MASTER  OF  NATIONAL  GRANGE 


I  am  Robert  E.  Barrow,  the  duly-elected  Master  of  the  National 
Grange,  which  has  offices  at  1616  "H"  St.,  N.W. ,  Washington,  D.C. 
The  National  Grange  represents  approximately  300,000  farmers  and 
other  residents  of  rural  America  in  over  4,000  local  communities 
across  the  United  States. 

The  central  problem  for  every  free  market  economy  is  to  keep 
supply  and  demand  in  balance.  Agriculture  has  been  struggling  with 
supply  and  demand,  in  spite  of  production  control  programs,  for 
over  60  years,  and  no  end  is  in  sight  unless  we  have  a  structural 
increase  in  demand. 

Agriculture  needs  new  customers  and  new  markets  in  order  to 
grow  and  prosper.  Where  can  we  find  them?  For  starters,  we  can  look 
south  to  Mexico;  then  beyond  to  Central  and  South  America. 

The  National  Grange  has  followed  the  development  of  the  North 
American  Free  Trade  Agreement  (NAFTA)  since  its  inception  more  than 
two  years  ago.  As  a  member  of  the  Agricultural  Policy  Advisory 
Committee  on  Trade,  I  have  personally  been  involved  in  the  events 
that  led  up  to  the  three  Heads  of  State  initiating  the  Agreement  in 
the  late  summer  of  1992. 

The  voting  delegates  to  the  National  Grange's  126th  Annual 
Convention  strongly  supported  the  NAFTA.  In  1991,  in  the  early 
stages  of  the  negotiations  between  the  United  States,  Canada,  and 
Mexico,  the  Grange  adopted  the  following  resolution: 

"The  National  Grange  supports  the  efforts  of  the 
United  States,  Mexico,  and  Canada  to  reach  a  North 
American  Free  Trade  Agreement.  To  provide  protection  to 
the  producers  of  import-sensitive  commodities,  we 
recommend  the  following: 

1)  The  U.S. -Canadian  agreement  phases  out  tariffs  over  a  10- 
year  period,  but  many  of  the  U.  S.  domestically-produced 
and  processed  products  will  vigorously  compete  in  the 
United  States'  market  with  products  that  are  produced  and 
processed  in  Mexico.  The  United  States'  tariff  phase-out 
period  should  be  for  a  longer  period  of  time  than  10 
years,  and  the  commodity  coverage  under  the  General 
System  of  Preference  should  be  terminated. 

2)  The  NAFTA  should  also  provide  for  a  temporary  "snap  back" 
restoration  of  tariffs  during  the  peak  harvesting  season 
or  during  times  of  import  surges  of  agricultural 
commodities  that  are  above  the  trend  line  for  that 
commodity. 

3)  In  addition  to  these  two  general  provisions  that  would 
apply  to  all  commodities,  there  are  some  products  that 
may  need  to  have  special  arrangements  made  to  help  their 
industries  adjust  over  a  longer  period  of  time  to  a  free 
trading  environment. 

4)  We  recommend:  a)  establishment  of  minimum  technical 
standards  regarding  pesticide  use,  quality  control,  and 
disease  control;  b)  protection  of  intellectual  property 
rights,  including  plant  variety  trademarks  and  brand 
names;  c)  strong  so-called  country-of-origin  protection 
that  would  protect  U.S.  producers  and  processors  from 
competition  from  transshipment  of  Third  Country  products 
into  the  United  States  via  Mexico's  NAFTA  provisions;  and 
d)  elimination  of  Mexico's  import  licenses  that  greatly 
reduce  the  amount  of  goods  that  are  available  for  export 
and  the  product  registration  rules  that  make  it  time 
consuming  and  costly  to  gain  access  to  Mexico's  consumer 
markets. " 
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We  have  determined  that  the  agreed-to  NAFTA  meets  the  National 
Grange's  primary  recommendation;  therefore,  we  firmly  support  its 
approval  by  the  U.  S.  Congress. 

Following  the  completion  of  the  negotiations  in  August  of 
1992,  the  National  Grange  met  in  November  '92,  in  Denver,  CO,  for 
its  126th  Annual  Convention.  At  that  time,  the  voting  delegates 
reaffirmed  the  above  policy  and  adopted  the  following: 

"The  Grange  must  continue  to  support  expanding  trade 
on  a  mutually  beneficial  basis.  The  success  of  the  North 
American  Free  Trade  Agreement  (NAFTA)  will  be 
instrumental  in  accomplishing  some  of  these  objectives 
and  the  Grange  should  give  it  strong  support." 

The  Grange  believes  that  the  NAFTA,  on  the  whole,  will  be 
beneficial  to  the  economic  growth  of  the  United  States,  Canada,  and 
Mexico.  The  greater  economic  activity  will  be  between  the  United 
States  and  Mexico  because  the  majority  of  the  NAFTA' s  provisions 
have  already  been  implemented  under  the  U.S. -Canada  Free  Trade 
Agreement  (U.S.-CFTA).  This  is  particularly  true  for  agriculture 
because  Canada  chose  not  to  enter  into  most  of  the  agricultural 
negotiations  in  the  NAFTA,  leaving  the  U.  S.  farmers  to  reap  the 
increase  in  farm  trade. 

As  the  International  Trade  Commission's  report  pointed  out, 
the  NAFTA' s  impact  on  the  United  States  will  vary  by  region  and 
product.  The  report  "Potential  Impact  on  the  U.S.  Economy  and 
Selected  Industries  of  the  North  American  Free  Trade  Agreement", 
which  was  written  by  the  Commission,  stated  it  correctly  -  that 
there  would  be  short-term  and  long-term  effects  by  the  trade 
agreement.  The  report  said,  in  part,  that  the  NAFTA  is  expected  to 
expand  U.S. -Mexican  trade  substantially.  The  estimated  gains  in 
U.S.  exports  to  Mexico  range  from  5.2%  to  27.1%.  The  projected 
increases  in  U.S.  imports  from  Mexico  range  from  3.4%  to  15.4%. 

The  projected  long-term  gains  in  aggregate  employment  are  less 
than  one  percent  for  the  United  States  and  Canada,  but  are  up  to 
almost  seven  percent  for  Mexico.  The  expected  increases  in 
the  average  real  wages  are  0.3%  or  less  for  the  United  States,  0.5% 
or  less  for  Canada,  and  0.7%  to  16.2%  for  Mexico.  Although  the 
evidence  on  the  direction  of  real  wage  effects  for  low-  and  high- 
skilled  U.S.  workers  is  mixed,  the  preponderance  of  evidence 
indicates  an  indiscernible  effect  on  the  United  States'  wage  rates 
for  both  low-  and  high-skilled  workers. 

According  to  the  report,  Mexico's  improved  access  to  advanced 
technology  could  lead  to  a  long-term  increase  in  Mexico's  rate  of 
economic  growth.  As  longstanding  participants  in  a  global  open 
trading  regime,  the  United  States  and  Canada  may  not  realize 
substantial  dynamic  gains  from  the  NAFTA,  but  will  benefit  from  the 
market  opportunities  that  are  created  by  the  economic  growth  in 
Mexico. 

The  NAFTA  will  raise  the  standard  of  living  in  Mexico, 
creating  new  markets  for  U.  S.  products,  including  those  from  our 
farms.  At  the  same  time,  the  economic  activity  in  Mexico,  as  a 
result  of  freer  trade  between  360  million  consumers,  will  result  in 
increased  employment  in  Mexico,  alleviating  part  of  the  human 
misery  that  drives  Mexican  citizens  across  the  Rio  Grande  to  seek 
illegal  employment  in  the  United  States.  It  will  also  provide  the 
economic  steam  engine  to  help  Mexico  improve  its  labor  and 
environmental  standards.  Without  the  NAFTA,  there  is  no  assurance 
that  these  things  will  ever  happen.  Which  is  the  better  hemisphere 
to  live  in  -  pre-NAFTA  or  post-NAFTA? 

The  NAFTA  will  create  new,  long-term  growth  opportunities  for 
U.S.  farm  exports  in  the  Western  Hemisphere  far  into  the  next 
century.  The  USDA's  Office  of  Economics'  most  recent  appraisal  of 
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the  Agreement's  impact  on  agricultural  trade  contains  the  follow- 
ing: 

"In  the  year  2008,  when  the  Agreement  is  fully 
implemented,  U.S.  farm  exports  are  estimated  to  be  $2  to 
$2.5  billion  higher  than  without  the  Agreement.  Most  of 
that  will  be  gains  in  U.S.  farm  exports  to  Mexico.  Farm 
exports  to  Mexico  have  been  on  an  upswing  due  primarily 
to  Mexico's  lowered  barriers  to  U.S.  agricultural  imports 
at  the  same  time  its  economy  boomed." 

The  further  lowering  and  eventual  removal  of  Mexico's  tariff 
and  non-tariff  barriers  to  trade  will  result  in  further  increases 
in  U.S.  farm  exports.  This  will  be  true  for  a  large  number  of 
United  States'  agricultural  commodities. 

The  NAFTA' s  provisions  are  well  known  to  you  and  the  members 
of  your  Committee.  We  believe  that  there  are  sufficient  safeguards 
and  other  measures  to  protect  the  import-sensitive  commodities. 
Designated  quantities  of  these  safeguarded  products  may  enter  at  a 
low  tariff,  with  imports  larger  than  those  quantities  paying  a 
higher  tariff.  The  United  States  can  apply  such  safeguards  to  a 
wide  range  of  impacted  commodities,  including  fresh 
tomatoes,  eggplants,  chili  peppers,  squash,  watermelons,  and 
onions. 

There  are  other  safeguards  built  into  the  NAFTA.  The  products 
that  receive  favorable  tariff  treatment  must  originate  (or  be 
substantially  transformed,  such  as  through  a  manufacturing  process) 
in  Mexico,  Canada,  or  the  United  States.  Under  the  Rules  of  Origin, 
a  country  cannot  import  farm  goods  and  ship  them  to  a  NAFTA  partner 
under  the  Agreement's  more  favorable  tariff  treatment.  Mexico's 
tariffs  with  other  countries  will  not  be  changed  by  the  NAFTA. 

Opponents  of  the  NAFTA  argue  that  the  Agreement  will  result  in 
unsafe  food  entering  the  United  States  because  of  another  country's 
lower  standards.  Under  the  NAFTA,  we  can  maintain  our  stringent 
standards  for  health,  safety,  and  the  environment,  and  prohibit 
imports  that  do  not  meet  the  United  States'  standards.  State  and 
local  governments  can  enact  their  own  import  standards  if  they  are 
based  on  scientific  grounds.  Each  country  in  the  Agreement  can 
maintain  the  grade  standards  to  fit  its  marketing  rules.  The  local 
content  requirements  of  Mexico's  manufacturing  rules  will  be 
eliminated  under  the  Agreement,  opening  up  new  markets  for  U.S. 
goods . 

Some  of  the  highlights  on  increased  U.S.  farm  exports  to 
Mexico  under  the  NAFTA  are:  20%  increase  in  wheat,  2.5  million  ton 
duty-free  quota  for  corn  that  will  increase  3%  each  year,  10%  to 
20%  increase  in  rice,  $400  to  $500  million  increase  for  soybeans, 
8%  rise  in  peanut  exports,  pom  fruits  (peaches,  apples,  and  pears) 
may  nearly  double,  20,000  ton  increase  in  milk  powder,  and 
increased  exports  of  pork  and  hogs. 

We  live  in  a  global  economy,  and  no  sector  of  the  United 
States'  economy  can  escape  that  fact.  The  fastest  growing  sector  of 
our  economy  is  our  exports,  and  Mexico  is  an  important  part  of  that 
growth.  The  NAFTA  will  lock  in  the  gains  in  exports  we  have  made 
with  Mexico  and  open  new  opportunities  for  growth. 

New  trade  agreements  will  be  more  important  to  the  restruc- 
tured United  States'  agricultural  sector  and  rural  America  than  any 
new  farm  bill.  U.S.  agriculture  heavily  depends  on  exports.  About 
one-third  of  our  production  is  sold  to  foreign  customers.  If  we  are 
to  just  maintain  the  present  agricultural  productivity,  let  alone 
bring  back  the  millions  of  acres  that  are  now  being  held  out  of 
production,  help  preserve  family  farms,  and  enhance  rural  America, 
we  have  no  choice  but  to  expand  agricultural  exports.  Otherwise,  we 
must  take  resources  out  of  agriculture  in  order  to  maintain  a 
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balance  between  supply  and  demand  at  reasonable  prices.  That  means 
even  fewer  farms  and  fewer  farmers. 

Mexico  is  just  the  beginning.  Three-quarters  of  mankind  lives 
in  squalor.  Our  economic  future  lies  in  using  our  nation's 
productive  capacity  to  relieve  the  awful  suffering  of  the  great 
bulk  of  the  world's  people.  No  amount  of  foreign  aid  can  accomplish 
this  task.  Only  foreign  trade  holds  the  key  to  world  prosperity. 

We  strongly  support  the  NAFTA,  and  urge  its  approval  by  the 
U.S.  Congress.  To  conclude  that  the  United  States  stands  to  lose  by 
eliminating  trade  barriers  with  Mexico,  a  small  economically- 
depressed  nation,  takes  some  mighty  creative  reasoning.  In  the 
short  run,  we  may  have  to  restructure  parts  of  our  economy  so  that 
poorer  nations  can  more  robustly  consume  our  farm  and  industrial 
goods  and  services  in  the  long  run.  The  world  had  to  restructure 
demand  to  bring  about  an  end  to  the  Great  Depression.  World  War  II 
was  the  primary  reason  behind  that  restructuring.  Now  we  have  a 
chance  to  accomplish  it  through  peaceful  means  -  trade  expansion 
through  regional  and  international  trade  agreements. 

The  Grange  will  have  to  wait  and  see  what  the  President's  side 
agreements  on  labor  and  the  environment  bring  before  we  can  endorse 
their  content.  However,  we  do  not  believe  that  a  side  agreement  on 
import  surges  is  necessary  because  there  is  ample  protection  in  the 
present  Agreement's  language. 

A  recently  released  study  by  the  Canadian-American  Committee, 
a  bi-national  group  of  prominent  business,  labor,  agricultural,  and 
academic  leaders  which  is  co-sponsored  by  the  Toronto-based  C.  D. 
Howe  Institute  and  the  Washington-based  National  Planning 
Association,  said  the  negotiators  of  the  side  agreements  on  labor 
and  the  environment  have  a  difficult  challenge  ahead. 

The  study  made  the  following  important  points  that  I  would 
like  to  draw  to  your  attention: 

*  "Too  forceful  a  position  in  favor  of  a  maximal  approach 
to  labor  and  environmental  issues  could  gut  the  trade 
liberalization  provisions  of  the  NAFTA  or  cause  it  to 
collapse  altogether." 

*  "People  who  are  enthusiastic  about  raising  labor  and 
environmental  standards  in  North  America  -  and  particu- 
larly in  Mexico  -  should  be  mindful  of  the  importance  of 
strong  commercial  relations  in  achieving  those  ends." 

*  "The  closer  ties  between  the  three  countries  as  a  result 
of  the  NAFTA  will  increase  the  mutual  interest  in 
domestic  policies,  even  to  the  point  of  an  American 
equivalent  to  the  European  Community's  'Social  Charter'. 
But  it  cautions  against  agreements  that  could  become 
potent  weapons  in  the  hands  of  protectionists,  or  that 
could  undermine  each  country's  flexibility  in  dealing 
with  distinctive  labor  and  environmental  issues." 

*  "Increased  trade  opportunities  made  available  to  Mexico 
via  the  NAFTA  is  a  better  way  to  gain  agreement  on  these 
issues  than  threatening  sanctions." 

One  of  the  authors  of  the  study,  Peter  Morisi,  the  head  of  the 
Canadian-American  Center  at  the  University  of  Maine,  said,  "There 
is  strong  economic  logic  for  the  side  deal  negotiations.  None- 
theless such  discussions  are  no  more  and  no  less  an  affront  to 
Mexican  sovereignty  than  Mexican  efforts  to  seek  contraints  on  U.S. 
and  Canadian  application  of  dumping  and  other  trade  remedy  laws 
would  be  an  affront  to  U.S.  and  Canadian  sovereignty." 

A  complete  copy  of  the  report  can  be  obtained  from  the 
National  Planning  Association,  1424  16th  St.,  N.W. ,  Suite  700, 
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Washington,  D.C.  20036.  I  would  like  to  encourage  the  members  of 
the  Committee  to  obtain  a  copy. 

Thank  you  for  allowing  the  Grange  to  present  its  position  on 
this  matter.  We  would  like  to  request  that  this  statement  be  made 
part  of  the  hearing  record  on  the  NAFTA. 


67-900  0-93-14 
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BEFORE  THE 

SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 


HEARING  ON  PROPOSED 

SUPPLEMENTAL  AGREEMENTS  TO 

THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 


STATEMENT  OF  THE  NATIONAL  POTATO  COUNCIL 


The  following  statement  is  submitted  on  behalf  of  the  National  Potato  Council 
(the  "Council")  pursuant  to  the  House  Ways  and  Means  Committee  Subcommittee  on 
Trade's  (Subcommittee)  request  for  private  sector  comments  on  supplemental 
agreements  to  the  North  American  Free  Trade  Agreement  (NAFTA)  proposed  by 
President  Clinton.   It  is  requested  that  these  comments  be  made  a  part  of  the  formal 
written  record  of  the  Subcommittee's  hearing  to  consider  supplemental  agreements  on 
the  environment,  worker  rights  and  import  surges. 

The  Council  is  a  trade  association  representing  some  11,000  potato  growers  in  38 
states.  The  Council's  primary  function  is  to  assist  in  the  production  and  marketing  of 
potatoes  domestically  and  abroad.   In  this  regard,  the  Council  works  hand-in-hand  with 
the  trade  and  U.S.  government  officials  to  address  market  barrier  concerns  restricting 
access  for  U.S.  potato  exports.  The  Council  has  been  the  primary  voice  for  the  U.S. 
fresh  and  processed  potato  industry  throughout  the  United  States'  negotiations  with 
Mexico  and  Canada  on  a  NAFTA. 

The  Council  has  supported  the  concept  of  a  NAFTA  agreement  provided  the 
agreement  would  call  for  the  immediate  elimination  of  Mexican  restrictions  on  U.S.  fresh 
and  processed  potato  exports.   Securing  immediate  access  to  Mexico  has  been 
fundamental  to  our  industry's  support  of  the  NAFTA.   Our  trade  research  shows  that 
Mexico  offers  a  substantial  market  for  U.S.  fresh  and  processed  potato  Items.   This  is 
particularly  true  in  the  short-term  while  Mexico's  infant  potato  industry  is  working  to 
expand  and  modernize  its  facilities,  equipment,  and  harvesting,  growing  and  processing 
methods. 

Despite  efforts  taken  by  our  industry  to  ensure  that  Administration  officials  and 
Congressional  representatives  were  fully  aware  of  our  industry's  interest  in  the 
immediate  elimination  of  Mexican  tariffs  and  non-tariff  barriers  on  fresh  and  processed 
potatoes,  the  final  terms  of  the  negotiated  NAFTA  agreement  give  far  less  access  to 
Mexico  in  the  near-term  than  we  had  hoped.   On  fresh  potatoes,  which  are  currently 
subject  to  a  Mexican  import  license  requirement  that  will  be  converted  to  a  tariff 
equivalent  under  the  NAFTA,  a  tariff  rate  quota  was  negotiated  with  the  in-quota 
amount  barely  equal  to  current  access.   U.S.  exports  entering  above  the  quota  amount 
will  be  virtually  banned  until  the  end  of  the  ten-year  phase-out  period  since  they  will  be 
subject  to  an  over  quota  tariff  of  272%.   This  tariff  will  be  phased-out  slowly  with  any 
significant  reduction  of  the  272%  occurring  only  after  year  seven. 

As  to  processed  potato  items,  of  which  frozen  french  fries  and  potato  chips  are 
leading  export  items,  Mexican  safeguard  tariff  rate  quotas  have  been  negotiated  under 
which  only  the  in-quota  amount,  designed  to  represent  "current  access,"  will  be  subject  to 
tariff  reductions  over  the  ten-year  phase-out  period.   U.S.  exports  to  Mexico  over  the 
quota  amount  will  be  subject  to  the  pre-NAFTA  tariff  rate  over  the  entire  phase-out 
period.  The  major  problem  here  is  that  the  in-quota  amount  either  does  not  represent 


397 


current  access,  as  in  the  case  of  french  fries,  or  for  other  products  fails  to  provide  for  the 
growth  in  U.S.  exports  expected  to  occur  over  the  phase-out  period. 

It  is  because  of  the  long  phase-out  periods  for  Mexican  tariffs  on  fresh  and 
processed  potato  items  and  the  restrictive  quota  amounts  negotiated  under  the  NAFTA 
text  that  our  industr/s  first  and  fundamental  interest  with  the  NAFTA  is  in  securing 
more  favorable  short-term  access  commitments  from  Mexico  in  terms  of  increased  quota 
amounts  or  accelerated  tariff  phase-outs.   Notwithstanding  this  overriding  access  concern, 
the  Council  supports  the  negotiation  of  substantive  supplemental  agreements  on  the 
enviroiunent  and  worker  rights  that  would  require  Mexican  potato  growers  and 
processors  to  meet  standards  equivalent  to  U.S.  industries.   As  to  a  supplemental 
agreement  on  import  surges,  our  interest  is  in  ensuring  that  any  agreement  on  import 
surges  is  carefully  drafted  so  it  cannot  be  used  unfairly  by  Mexico  to  restrict  access  for 
U.S.  industries  like  ours  that  have  potential  to  export  significant  amounts  of  fresh 
product  to  Mexico. 

In  the  area  of  the  environment,  it  will  be  critical  that  a  supplemental  agreement 
include  effective  monitoring  and  enforcement  mechanisms  to  ensure  compliance  by 
Mexican  industries.   Bringing  Mexican  standards  on  the  environment  up  to  par  with  U.S. 
standards  will  ensure  that  competitive  industries  in  Mexico  will  not  unfairly  benefit  from 
lax  and  unenforceable  standards.   In  this  regard,  it  is  our  hope  that  effective  enforcement 
and  compliance  mechanisms  in  the  area  of  the  environment  will  have  overriding  benefits 
in  the  sanitary  and  phytosanitary  sector  where  Mexico  demonstrates  similar  problems  of 
compliance  and  enforcement.   Unless  Mexico  is  committed  to  devoting  sufficient 
resources  both  in  monetary  terms  and  professional  persormel,  the  phytosanitary 
commitments  embodied  in  the  NAFTA  cannot  be  effectively  enforced.   Phytosanitary 
issues  are  important  to  the  Council  since  at  present  Mexico  denies  entry  to  fresh 
potatoes  from  Washington,  Oregon,  Idaho,  California  and  Nevada  based  on  outdated 
and  unreliable  data.   A  legitimate  forum  is  needed  in  which  to  challenge  on  a  scientific 
basis  ungrounded  phytosanitary  restrictions  such  as  these. 

As  to  a  supplemental  agreement  on  worker  rights,  we  support  an  agreement  that 
enforces  equivalent  labor  and  worker  standards  on  Mexican  operations.   NAFTA  should 
establish  an  agenda  for  harmonizing  upward  Mexico's  labor  laws  in  the  areas  of 
minimum  wages,  child  labor,  safety  rules  and  health  standards.   Equivalency  in  worker 
standards  is  important  since  Mexico's  potato  industry  depends  on  low-cost  labor  to 
achieve  price  competitiveness.   If  Mexican  wages  were  raised,  not  only  would  Mexican 
industries  no  longer  benefit  unfairly  at  the  cost  of  workers,  but  Mexican  living  standards 
would  improve  increasing  Mexico's  demand  for  U.S.  consumer  goods.  This  we  believe  is 
a  positive  effect. 

Finally,  the  Council  believes  that  the  snap-back  mechanism  included  in  the 
current  NAFTA  text  is  adequate  to  protect  against  significant  surges  in  imports  such  that 
a  supplemental  agreement  is  not  necessary.   Moreover,  because  Mexico  offers  greater 
opportunities  as  an  export  market  for  U.S.  potato  products  than  as  an  import  threat,  it  is 
critical  that  snap-back  provisions  or  other  mechanisms  included  in  a  supplemental 
agreement  not  give  Mexico  another  vehicle  to  unfairly  restrict  access  for  U.S.  potato 
products.   Although  effective  monitoring  of  imports  is  needed  on  both  sides  of  the 
border  to  ensure  effective  compliance  with  the  snap-back  provisions  already  embodied  in 
the  NAFTA  text,  we  believe  the  NAFTA  provides  the  necessary  authority  to  establish 
adequate  monitoring  and  enforcement  procedures  such  that  a  supplemental  agreement  is 
not  necessary. 

In  conclusion,  although  our  industry  strongly  supports  the  concept  of  a  NAFTA, 
we  are  disappointed  with  the  specific  access  terms  negotiated  for  fresh  and  processed 
potato  items  since  they  do  not  offer  immediate  unrestricted  access  to  the  Mexican 
market.   We  support  implementing  legislation  that  would  improve  this  access.   We  also 
support  supplemental  agreements  on  the  environment  and  worker  rights  that  would 
establish  enforcement  mechanisms  to  oversee  Mexican  compliance  in  these  areas.   As  to 


a  supplemental  agreement  on  import  surges,  we  are  concerned  that  additional  terms  in 
this  area  could  give  the  Mexican  government  a  means  to  unfairly  restrict  access  for  our 
product. 

We  appreciate  the  Committee's  consideration  of  our  comments  and  urge  that  thev 
be  incorporated  into  the  NAFTA  supplemental  agreements  or  implementing  legislation 
drafted  by  Congress. 
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HOW  MANY  MORE  BULLETS  CAN  WE  DODGE? 

GENERAL  COMMENTS  -  BACKGROUND  -  HINDSIGHT  WILL  BE  TOO  LATE 

Since  the  late  1970s,  the  United  States  greenhouse  growers  of  fresh  roses  have  been 
trying  to  dodge  rose  import  bullets.  Some  have  hit  their  mark,  some  were  deflected. 
Now,  the  industry  is  dead  weary  and  many  have  lost  their  ability  to  get  out  of  harm's 

way. 

Nonetheless,  in  the  interest  of  "free"  trade,  (no  one  seems  to  care  about  FAIR  trade),  we 
once  again  find  our  industry  a  pawn  about  to  be  sacrificed  at  the  altar  of  an  uncaring 
government  supported  by  major  business  interests  who  find  honor  in  moving  jobs  out  of 
the  U.S.  and  who  have  financial  strength  to  outlast  their  foreign  competitors. 

The  market  for  fresh  roses  in  the  U.S.  is  oversupplied.  It  has  been  for  nearly  five  years. 
The  oversupply  originates  from  offshore  producers  who  began  their  attack  with 
subsidized  product  and  dumping  practices  that  have  caused  a  price  depression  for  the 
domestic  rose  grower  that  has  pushed  him  into  a  corner  so  that  he  cannot  enjoy  any  part 
of  market  growth  and  is,  in  fact,  now  selling  less  roses  for  less  money  and  maintains  his 
operation  by  not  replanting  his  rose  plants  and  no  longer  making  capital  investments  in 
his  family-owned  business. 

Currently,  the  foreign  producers,  mostly  Colombia,  Ecuador  and  Mexico,  have  over  50 
percent  of  the  fresh  rose  market  in  the  United  States.  In  1989,  the  International  Trade 
Commission,  in  its  study  of  world  competitiveness  of  fresh  roses,  found  that  over  one- 
third  of  the  fresh  rose  growers  in  the  U.S.  were  unprofitable.  Certainly,  today,  that 
figure  must  have  reached  a  90  percent  level! 

Background  on  the  fresh  rose  industry  and  Roses  Inc.  is  provided  in  Appendix  "A" 
attached  for  those  who  may  wish  to  review  the  industry  in  greater  depth. 

It  is  important  to  note,  however,  that  we  did  request  that  fresh  roses  be  exempted  from 
the  NAFTA  and  if  that  was  not  possible,  that  we  be  extended  the  longest  possible  duty 
phaseout.  We  have  been  granted  a  five  year  phaseout  period,  which  is  most  appreciated, 
but  1  doubt  that  will  be  the  needed  deterrent  to  keep  Mexican  growers  from  planting 
roses  heavily  in  the  next  several  years. 

This  then  will  bring  even  more  roses  to  our  markets  and  add  to  the  oversupply  and  price 
depression  situation  as  the  entry  of  Mexico  as  a  major  supplier  will  set  off  a  price  war 
between   Colombia,   Ecuador  and  Mexico  as  they  jockey  for  larger  shares  of  the  U.S. 

market. 

From  the  best  information  available  at  this  time,  it  appears  that  the  NAFTA  is  a  "done 
deal."  It  has  been  signed  and  enabling  legislation  to  change  our  laws  ratifying  the 
agreement  will  certainly  see  passage  in  the  very  near  future. 

Many  consider  the  NAFTA  to  be  good  for  our  nation,  its  economy  and  future  jobs 
picture.  At  the  same  time,  we  read  and  feel  that  there  will  be  select  segments  of  the 
economy  that  will  be  clearly  "disadvantaged"  by  the  agreement. 

SoiTie  even  go  so  far  as  to  suggest  that  special  provisions  must  be  made  for  these 
disadvantaged  industries.  We  suggest  and  petition  that  the  fresh  rose  industry  is  one  of 
those  "disadvantaged"  industries  and  urge  that  provisions  be  made  for  this  assistance. 

In  a  traditional  sense,  assistance  is  often  provided  to  a  disadvantaged  industry  through 
programs  that  offer  retraining  of  employees  so  they  can  enter  new  areas  of 
employment.   And,  business  is  helped  to  relocate  into  new  production  and  sales  areas. 

However,  this  will  not  work  well  for  our  specialized  segment  of  agriculture.  There  are 
few,  if  any,  jobs  open  for  the  retrained  agriculture  employee,  even  if  you  put  him/her 
through  college!  And  all  of  the  other  major  cut  flower  crops  have  already  been  so 
severely  damaged  by  imports  that  it  would  be  ridiculous  for  a  rose  grower  to  switch  to 
one  of  them.  Over  80  percent  of  the  pompon  chrysanthemums  and  carnations  come  from 
outside  the  U.S.  Growers  of  rose  crops  that  could  make  it  have  already  moved  into  other 
specialty  horticulture  crops,  so  there  is  little,  if  anything  left  for  the  rose  grower  to  do 
but  exit  his  third  and  fourth  generation  business  and  hope  the  fast  food  establishments  in 
his  area  are  hiring! 
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Would  it  not  make  a  good  deal  more  sense  to  find  ways  to  help  these  growers  stay  in 
business  and  keep  their  employees  than  push  them  into  underemployment  and  welfare? 

It  would  be  our  recommendation  that  the  House  Ways  and  Means  Subcommittee  on  Trade 
establish  a  "Select  Committee  on  Survival  of  Disadvantaged  Agriculture  Industries"  and 
try  to  come  up  with  specific  actions  that  would  preserve  these  family-owned  businesses 
and  the  jobs  they  provide. 

If  something  is  not  done  soon,  there  will  many  of  us  who  send  roses,  our  national  flower, 
for  an  anniversary,  birthday,  special  floral  holiday,  or  funeral,  having  the  same  pangs  of 
guilt  as  raising  our  flag,  "Old  Glory,"  to  full  mast  and  seeing  its  point  of  origin  label 
"Made  In  Taiwan." 


THE  NAFTA  SIDE  AGREEMENTS 

The  U.S.  fresh  rose  market  might  well  be  compared  to  a  pail  filled  with  water. 
Currently,  the  pail  is  full  to  the  brim  and  overflowing.  Adding  more  water  to  the  pail 
will  only  cause  it  to  overflow  at  a  faster  rate.  Certainly,  Mexico  is  only  a  contributor  to 
the  filling  of  the  pail.  As  it  and  other  countries  increase  their  flow  to  the  pail,  the 
overflow  becomes  greater. 

Thus,  my  remarks  should  be  considered  based  on  the  accumulatioh  of  rose  imports  from 
all  sources,  and  Mexico,  with  the  encouragement  of  the  NAFTA,  will  indeed  become  a 
greater  part  of  the  overflow  problem. 

Having  visited  Mexico  in  November,  1992,  on  a  study  tour  of  our  industry,  1  hope  my 
comments  might  be  of  some  special  interest. 

Our  understanding  is  that  side  agreements  or  "mini-NAFTA"  agreements  are  being 
considered  on  the  following  issues: 

LABOR: 

Impact  on  the  U.S.  Industry 

lob  losses  in  the  greenhouse  rose  industry  are  not  easily  replaced  in  agriculture.  Our 
positions  are  full-time  year  round,  not  seasonal,  migrant  types  of  work.  This  allows 
employees  to  become  established  citizens  in  a  community,  thus  paying  taxes  and 
becoming  property  owners. 

My  estimate  is  that  the  U.S.  rose  growers  will  lose  25  percent  of  their  labor  force  in  the 
next  five  years.  The  rate  of  loss  will  depend  on  the  extent  to  which  Mexico  and  others 
expand  their  shipments  of  roses  to  the  U.S. 

Some  firms  may  move  to  Mexico  in  the  process.  As  such,  they  can  hire  all  the  hand  labor 
they  need  in  Mexico  so  very  few  U.S.  employees  will  be  moved  to  serve  these  new 
operations. 

The  Ways  and  Means  Committee  requested  a  NAFTA  impact  study  by  the  International 
Trade  Commission.  That  study  notes  that  rose  imports  from  Mexico  would  increase  by 
less  than  one  percent  short  term  and  by  seven  percent  long  term. 

It  should  be  noted  that  Mexico  has  planted  a  tremendous  number  of  acres  of  fresh  roses 
since  1989.  In  the  International  Trade  Commission  Rose  Study,  they  reported  that  there 
were  55  hectare  of  roses  in  Mexico.  Earlier  reports  show  there  were  50  hectare  of  roes 
in  1982,  so  the  growth  from  1982  to  1989  appears  to  be  almost  nil.  In  1992,  it  was 
reported  there  were  in  excess  of  175  hectare  of  roses  there. 

Certainly,  such  growth  does  not  appear  to  be  planned  by  an  industry  destined  for  only 
"home  market"  supplies  nor  is  it  reflective  of  an  anticipated  one  percent  short  term 
growth  and  seven  percent  long  term  expansion. 

Looking  also  at  Mexican  rose  exports  to  Canada,  we  note  that  they  increased  26.9 
percent  from  1991  to  1992  and  63  percent  from  1990  to  1991.  This,  in  light  of  no 
increases  in  their  exports  to  the  U.S.  for  the  last  two  years,  would  appear  to  reflect  an 
export  program  that  is  being  very  careful  to  maintain  an   innocence   in   the   eyes   of    the 
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U.S.  government  and  marketplace  while  NAFTA  is  being  considered.  It  would  also  appear 
that  the  International  Trade  Commission  report  does  not  take  into  consideration  the 
world  marketplace  in  its  evaluation  of  roses. 

Information  that  rose  growers  in  Mexico  are  simply  waiting  for  the  final  ratification  of 
NAFTA  would  appear  to  have  some  credibility  in  light  of  these  figures. 

Impact  on  the  Mexican  Economy 

If  investors  in  Mexico,  for  whatever  reason,  expand  their  fresh  rose  export  production  for 
the  U.S.,  they  will  need  to  be  in  a  position  to  compete  with  quality  and  price  against  the 
well  established  Colombian  and  Ecuadorian  roses  already  being  shipped  to  the  U.S. 

With  a  market  that  is  oversupplied,  that  will,  at  best,  be  a  tough  market  to  crack.  Most 
likely,  they  will  be  met  with  very  strong  competition  and  as  is  traditional  in  a  perishable 
market,  the  "edge"  they  will  depend  upon  is  lowering  prices. 

As  a  price  war  takes  place,  there  will  certainly  be  casualties  on  the  Mexican  side  with 
resulting  loss  of  jobs  and  capital.  Thus,  it  may  well  be  fair  to  question  the  advisability  of 
sending  any  signals  to  their  rose  growers  that  encourage  them  to  plan  expanded  acreage. 

It  should  also  be  noted  that  in  the  U.S.,  greenhouse  workers  are  regulated  by  the 
Environmental  Protection  Agency  (EPA).  They  are  also  provided  with  sanitary  facilities, 
emergency  eyewash  facilities  in  the  event  of  splash  from  pesticide  or  fertilizer  mixing 
operations,  and  have  appropriate  protective  clothing  and  respirators  to  protect 
themselves  as  they  make  chemical  applications.  Also,  materials  used  are  registered  with 
the  EPA  and  labels  provide  protective  statements  about  use. 

On  tour  in  Mexico,  I  observed  pesticide  and  fertilizer  handling  practices  that  I  would 
consider  to  be  hazardous  to  employee  health.  It  is  the  intent  of  our  government  to 
encourage  jobs  in  Mexico  which  are  a  hazard  to  their  workforce? 

NAFTA  side  agreements  should  certainly  seek  to  provide  needed  worker  protection  from 
hazardous  materials  and  ensure  a  safe  working  environment  as  provided  in  the  U.S.  under 
the  Occupational  Safety  and  Health  Act  (OSHA)  and  EPA  regulations. 


ENVIRONMENT: 

On  tour  in  Mexico,  I  could  find  little  evidence  of  recycling  of  use  materials  such  as 
plastic  greenhouse  film  materials  or  packaging  materials. 

There  appears  to  be  no  effort  toward  a  closed  system  for  recovery  of  run-offs  of  either 
fertilizer  or  pesticides.  Fertilizer  and  pesticide  mixing  was  taking  place  on  open  ground 
where  concentrated  materials  could  be  leached  into  the  groundwater  by  plant  irrigation. 

Some  pesticide  materials  observed  in  greenhouses  in  Mexico  do  not  appear  to  be 
registered  for  use  in  the  U.S.  and  may  have  long  term  effects  on  soil  and  water 
management. 

Should  the  U.S.  participate  in  an  agreement  whereby  farmers  in  Mexico  are  encouraged 
to  pollute  their  own  land  and  water? 


IMPORT  SURGES: 

As  pointed  out,  Mexico  has  shown  the  ability  to  expand  their  plantings  of  roses 
tremendously  in  just  a  few  short  years.   (It  more  than  tripled  from  1989  to  1992.) 

They  have  also  shown  an  ability  to  export  increasing  numbers  of  roses  to  countries  like 
Canada. 

Certainly,  there  is  now  a  world  market  for  roses  and  world  production  capacity  could  be 
directed  toward  a  single  market  with  ease  should  economies  or  natural  disasters  cause 
reallocations. 
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It  is  therefore  most  important  that  some  mechanism  be  in  place  to  avoid  a  landslide  of 
material  entering  the  U.S.  causing  severe  market  dislocation  for  the  remaining  domestic 
production. 

It  is  recommended  that  some  form  of  trigger  mechanism  be  in  place  on  fresh  cut  roses  to 
ensure  that  the  shift  in  world  supplies  do  not  raise  havoc  with  the  U.S.  marlcetplace 
through  import  surges. 

This  might  take  the  form  of  a  ten-year  average  import  percentage  being  established.  If 
the  ten-year  average  growth  were  exceeded  at  any  point  in  a  year,  quantities  would  be 
excluded  or  charged  penalty  duties  on  the  excess.  (My  understanding  is  that  Canada  may 
have  a  similar  provision  in  their  version  of  the  NAFTA.) 

POINT  OF  ORIGIN: 

To  avoid  confusion  in  the  market  and  insure  consumers  are  provided  with  information  on 
where  their  roses  have  been  grown,  a  provision  should  be  included  under  the  import 
surges  section  to  require  point  of  origin  identification  of  the  roses  at  the  consumer  level. 

SUMMARY: 

It  is  with  great  hope  that  these  comments  will  be  of  help  to  the  committee  in  its 
deliberations  on  the  NAFTA.  Most  certainly,  if  this  office  can  be  of  any  assistance  to 
the  committee  or  if  further  information  is  desired,  please  do  not  hesitate  to  contact  us 
at  the  address/phone  listed  below. 

In  this  matter,  the  Floral  Trade  Council,  representing  all  cut  flower  growers,  has  already 
submitted  comments.  Our  organization  supports  the  Floral  Trade  Council  and  their 
comments  to  the  subcommittee. 


Respectfully  submitted, 


3ames  C.  Krone 
Executive  Vice  President 
Roses  Inc. 
P.O.  Box  99 
Haslett,  MI    '*8840 
5I7-339-95't'>  (phone) 
517-339-3760  (FAX) 
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APPENDIX  "A" 


BACKGROUND  INFORMATION  ABOUT 
ROSES  INC.  AND  THE  FRESH  CUT  ROSE  INDUSTRY 


Roses  Inc.  is  the  trade  association  representing  the  greenhouse  growers  of  fresh  cut  roses 
in  the  United  States.  The  association  has  represented  the  fresh  cut  rose  industry  before 
the  committee  previously  on  matters  of  international  trade.  We  appreciate  the 
opportunity  to  submit  this  statement  on  the  proposed  supplemental  agreements  to  the 
North  American  Free  Trade  Agreement  (NAFTA). 

CURRENT  STATUS 

For  the  last  four  W  years,  the  fresh  cut  rose  market  in  the  United  States  has  been 
seriously  oversupplied  with  roses  imported  from  Colombia,  Ecuador,  Mexico,  Guatemala 
and  other  flower  producing  countries. 

In  1981,  rose  imports  held  lit.6  percent  of  the  U.S.  cut  flower  market. 

In  1991,  imports  held  i^i  percent  of  our  rose  market  and,  in  1993,  the  share  imports  will 
hold  most  certainly  will  reach  55  percent. 

The  industry,  through  Roses  Inc.  as  their  lead  association,  has  pursued  redress  of  unfairly 
traded  imports  entering  the  U.S.  through  antidumping  and  countervailing  petitions,  as 
well  as  actions  under  sections  201,  302  and  303  of  the  U.S.  trade  laws. 

Only  very  modest  assistance  has  been  rendered  from  these  efforts.  Success,  it  seems, 
has  not  been  a  matter  or  proving  our  cases  in  these  petitions.  Rather  it  appears  to 
depend  on  the  amount  of  political  influence  we  might  have.  Often  our  efforts  in  the 
legal  system  have  been  reduced  or  made  moot  by  decisions  from  the  executive  branch  of 
government  or  needs  of  the  U.S.  Trade  Representative  to  trade  preferential  treatment  of 
a  country's  rose  and  cut  flower  exports  to  the  U.S.  for  concessions  by  another  country's 
government.  At  the  request  of  the  committee,  I  would  be  pleased  to  elaborate  on  the 
problems  experienced  by  our  industry  in  obtaining  satisfactory  trade  law  relief. 

Many  of  these  problems  were  outline  for  the  committee  in  a  statement  before  this 
committee   on    March    11,    1992  concerning  U.S.   International  Trade   Performance  and 

Outlook. 

In  a  perishable  industry  such  as  our's,  where  the  market  is  continuously  oversupplied  and 
where  foreign  growers  do  not  respond  to  market  conditions  of  price  depression  because  of 
their  desire  to  gain  U.S.  dollars  and  market  share,  any  additional  export  of  roses  adds  to 
the  oversupply,  further  depresses  prices  and  leaves  more  old  product  in  the  market  giving 
poorer  and  poorer  consumer  satisfaction. 

Obviously,  we  do  not  need  to  encourage  greater  imports  of  roses  from  any  country  of 

origin. 

In  the  case  of  Mexico,  we  requested  that  fresh  cut  roses  be  exempted  from  the 
Agreement.  That  not  being  possible,  we  ask  for  the  longest  possible  (15-25  years) 
phaseout  of  our  current  8  percent  duty.  The  final  Agreement,  I  am  told,  provides  our 
industry  a  five-year  phaseout. 


A  WORLD  MARKET 


Clearly,  in  the  case  of  fresh  cut  roses,  we  now  deal  in  a  world  market. 

Growers  in  any  country  can  very  easily  ship  to  the  U.S.  and  find  little  in  the  way  of 
barriers.  In  effect,  our  market  is  "open,"  but  we  are  unable  to  export  due  to  high  duties 
on  our  production  in  Europe,  extremely  harsh  product  phytosanitary  treatment  in  exports 
to  many  Pacific  Rim  countries  and  lack  of  markets  in  countries  like  Mexico  and  South 
America. 

Because  of  the  open  market  in  the  U.S.,  rose  exports  to  our  markets  must  be  viewed  in 
total,  not  just  from  one  country.  Obviously,  added  roses  from  Mexico  will  only 
exacerbate  the  market  problems  in  the  U.S. 

3CK:jps 
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STATEMENT  OF  CONGRESSMAN  PETE  STARK 

SUBMnTED  TO 

THE  SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

March    11,    1993 

AMENDMENTS  TO  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 


Mr.  Chairman,  Members  of  the  Committee: 

I  come  with  an  unusual  request:  that  we  amend  provisions  that 
provide  a  windfall  and  a  public  relations  cover-up  for  an  American 
industry  which  does  not  deserve  it  and   that  we  make  sure  that  these 
provisions   provide   some  consumer  relief  for  Americans. 

Traditionally,  one  is  supposed  to  be  elated  when  a  trade  deal  results 
in  gains  for  an  American  industry,  but  in  this  case,  I  suspect  that  the 
gain  is  designed  to  remove  an  embarrassment  to  the  domestic 
industry  and  will  simply  make  it  easier  for  that  industry  to  inflate  its 
domestic   prices. 

I  urge  that  the  Committee  require  amendments  to  the  provisions  in 
the  North  American  Free  Trade  Agreement  which  force  the 
Canadians  to  raise  the  length  of  their  patents  on  prescription  drugs, 
and  which  will  thus  increase  the  price  of  drugs  in  Canada. 

This  provision  was  included  in  the  trade  deal  by  the  U.S. 
pharmaceutical  manufacturers  as  a  way  to  get  rid  of  the 
embarrassing  fact  that  identical  drugs   sell  for  substantially  lower 
prices  in  Canada  than  they  do  in  the  United  States. 

One  would  think  the  Canadians  would  be  smart  enough  to  demand  a 
renegotiation  of  this  provision.  But  if  this  provision  is  retained,  it 
should  be  included  only  with  provisions  that  would  help  American 
consumers,   such   as: 

—the  provision   would   trigger   off  if  domestic   pharmaceutical 
prices  increase  more  than  the  CPI:  or 
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—domestic    pharmaceutical   companies   cannot   sell    identical 
drugs  for  less  overseas  than  they  sell  them  in   this 
country   ("in   essence,  no  dumping). 

The   pharmaceutical   industry   is   the   most  profitable   industry   in 
America,  it  has  consistently  inflated  the  cost  of  its  products  beyond 
all  reason,  and  it  consistently  sells  its  products  to  foreign  nations  at 
substantially  lower  prices  than  it  makes  them  available  to 
Americans.  We  should  not  reward  this  industry  with  $400  million  to 
$800  million  in  windfall  profits  in  Canada  unless  they   promise  to 
lower  the  cost  of  their  products  to  American  consumers. 

Some  will   argue   that  American   consumers   subsidize  Canadian 
pharmaceutical  purchasers,  because   we  pay  more  of  the   overhead 
needed  for  R&D,  etc.  They  will  argue  that  this  provision  in  NAFTA 
will  end  the  subsidy  and  thus  will  be  a  help  to  American  consumers. 
Right,  and  I  have  a  bridge  in  Brooklyn  I  can  sell  you,  too.  Let's  see  a 
commitment   from   the   domestic   drug   manufacturers    to   lower   their 
domestic  prices  by  the  same  amount  that  they  make  in   higher 
Canadian    prices.  As  the  recent  OTA  study  has  shown,  the 
pharmaceutical  industry  is  so  profitable,  it  does   not  need   higher 
prices  to  fund  its  R&D  efforts.  Unless  there  are  conditions  put  on  this 
provision,  it  is  just  another  windfall  to  an  industry  that  has  gouged 
the  American  public  for  far  too  long. 

Canadian  drug  prices  are  about  32%  lower  than  in  the  United  States. 
By  using  the  NAFTA  to  eliminate  the  principal  ways  that  the 
Canadians  restrain  drug  price  inflation,  the  Agreement  will  rempve  a 
major  embarrassment  to  the  domestic  industry.     Today,   thousands  of 
Americans  cross  the  borders.  North  and  South,  to  shop  for  drugs.  This 
embarrassment   to   the   domestic- monopolists   will   be   conveniently 
removed   by   this   trade   treaty. 

One  of  our  best  hopes  for  moderating  domestic  pharmaceutical 
inflation  is  to  adopt  a  system  like  Canada's,  with  its  Price  Review    " 
Board.  And  one  of  the  best  tools  that  such  a  Price  Review  Board  could 
have  is  the  ability  to  shorten  patents  on  drugs  which  are  being 
overpriced  and  over-inflated.  This  NAFTA  provision  may  end  up 
tying  our  own  hands  and  our  own  efforts  to  stop  the  price  gouging  in 
this  industry.  Instead  of  stopping  Canadian  efforts  to  restrain  prices 
in  this  industry,  we  should  be  copying  them. 

Following  is  an  article  from  the  November  16,  1992  New  York  Times 
which  describes   this  little-known  effort  to  dampen  price  comparisons 
and   remove   the  pressure   for  price   restraint  on   life-essential 
pharmaceuticals. 
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STATEMENT 

on 

PROPOSED  SUPPLEMENTAL  AGREEMENTS  TO  THE 

NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

to  the 

SUBCOMMITTEE  ON  TRADE 

of  the 

HOUSE  COMMITTEE  ON  WAYS  AND  MEANS 

for  the 

U.S.  CHAMBER  OF  COMMERCE 

by 

Willard  A.  Workman 

April  19,  1993 

The  U.S.  Chamber  of  Commerce  strongly  supports  early  approval  by  the  Congress  of  the 
North  American  Free  Trade  Agreement.  The  Chamber's  member  companies,  some  215,000 
strong  and  95  percent  of  whom  are  small  businesses,  will  benefit  greatly  from  the  NAFTA, 
especially  the  elimination  of  Mexican  tariffs  on  U.S.  exports.  The  Chamber  also  thinks  that 
legitimate  concerns  about  import  surges,  environmental  and  labor  standards,  and  industrial 
standards  that  were  raised  during  the  negotiations  were  adequately  addressed  either  in  the 
NAFTA  itself  or  in  parallel  agreements  now  in  place.   However,  the  administration  is 
committed  to  pursuing  supplemental  agreements  in  these  areas  with  Canada  and  Mexico. 

We,  like  our  business  counterparts  in  Mexico  and  Canada,  want  next  week's  discussions 
on  "side  agreements"  in  the  labor,  environment  and  import  surge  areas  to  build  on  the  NAFTA 
agreement,  not  reopen  the  agreement.   In  our  members'  view,  a  deal  is  a  deal;  let's  get  on  with 
it  The  "side  agreement"  discussions  also  hazard  the  possibility  of  replacing  the  trade  barriers 
torn  down  by  the  NAFTA  agreement  with  new,  non-tariff  barriers  to  trade  and  investment  that 
will  do  little  to  sustain  the  environment,  advance  modem  labor  practices  or  deal  with  surges  of 
imports.   In  this  regard,  we  are  encouraged  and  support  USTR  Mickey  Kantor's  stated  purpose 
of  using  these  discussions  to  focus  on  making  the  Mexican  judicial  processes  more  open  to  all 
parties,  including  American  companies.   In  addition,  we  suggest  the  following  principles  to 
guide  U.S.  negotiators: 

Environment:   The  North  American  Commission  on  Environment  already  proposed  in 
the  NAFTA  agreement  itself  should  enhance  each  country's  ability  to  fairly  and  stringently 
enforce  its  own  environmental  legislation.   At  the  same  time,  authority  to  impose  sanctions 
against  private  interests  in  any  of  the  three  countries  should  remain  with  the  individual 
governments,  and  not  be  ceded  to  some  supranational  body  not  accountable  to  voters. 
Moreover,  funding  for  border  clean-up  should  be  adequate,  yet  consistent  with  the  budget 
priorities  of  each  individual  country. 

Labor:   We  question  the  need  for  yet  another  commission  in  addition  to  existing 
multilateral  labor  institutions,  such  as  the  International  Labor  Organization.   If  negotiators 
decide  that  yet  another  mechanism  is  warranted,  we  challenge  them  to  demonstrate  that  such  a 
vehicle  will: 

•  Enhance  the  abilities  of  Canada,  Mexico  and  the  United  States  to  enforce  and  improve 
their  own  individual  worker  standards. 

•  Prohibit  the  use  of  labor  standards  as  disguised  non-tariff  barriers  to  trade  and 
investment 

•  Retain  authority  to  impose  sanctions  against  private  interests  to  the  individual 
governments  of  Canada,  Mexico  and  the  United  States,  and  not  cede  such  authority  to 
an  unelected  and,  therefore,  unaccountable  supranational  body. 

Import  Surges:   We  view  this  as  a  non-issue.  Chapter  8  and  other  provisions  of  the 
NAFTA  set  a  new  global  standard  of  excellence  for  dealing  with  such  contingencies.   However, 
if  any  additional  special  safeguards  mechanism  is  negotiated  that  would  allow  restricting  imports 
under  an  easier  injury  standard,  it  should  be  accompanied  by  an  automatic  mechanism  that 
reduces  tariffs  on  low  volume,  or  de  minimis,  imports. 

I  request  that  the  attached  papers  regarding  the  proposed  side  agreements  be  submitted 
for  the  record. 
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Washington,  D.C.  20062-2000 
ENVIRONMENT  AND  NAFTA 

A  side  agreement  among  the  NAFTA  countries  has  been  proposed  to  create  a  commission  with 
substantial  powers  and  resources  to  clean  up  and  prevent  border  pollution.  The  proposed  North 
American  Commission  on  Environment  (NACE)  would  receive  funding  from  all  three  nations,  and 
would  encourage  and  augment  enforcement  of  the  countries'  own  laws.  This  agreement  would  require 
a  wide  variety  of  procedural  safeguards  and  remedies,  such  as  easy  access  to  the  courts,  public  hearings 
and  the  right  to  present  evidence. 

Chamber  position: 

•  Supports  NAFTA's  environmental  provisions,  as  well  as  the  1989  border  clean-up  plan,  and 
urges  the  U.S.  Congress  to  earmark  funding  for  needed  border  clean-up  and  environmental 
infrastructure. 

•  Supports  timely  improvement  and  modernization  of  customs  facilities  throughout  North 
America  to  ensure  effective  enforcement  of  environmental,  health  and  safety  standards. 

•  Supports  a  strong  monitoring  role  for  the  NACE  to  oversee  implementation  of  NAFTA's 
environmental  provisions  and  include  regular  reporting  on  the  status  of  efforts  to  clean-up  and 
protect  the  region's  environment   Such  reports  should  address  environmental  conditions 
throughout  the  region,  including  recommendations  concerning  cleanup,  environmental 
infrastructure  and  enforcement 

•  Supports  authorization  of  NACE  to  develop  strategies  for  achieving  timely  upward 
harmonization  of  standards  under  NAFTA. 

•  Supports  establishment  of  mechanisms  by  each  NAFTA  country  for  pubhc  participation  by  all 
interested  persons  as  part  of  NACE's  monitoring  and  reporting  activities.  In  particular,  the 
NACE  must  consider  the  views  of  producers  and  their  representative  organizations. 

•  Recommends  that  the  objectives  of  this  side-agreement,  including  NACE,  be  achieved  through 
most  efficient  use  of  existing  government  agency  resources  and  responsibilities,  rather  than 
creation  of  new  agencies. 

•  Opposes  NACE  or  other  multinational  mechanisms  that  would  have  enforcement  authority  to 
impose  sanctions  against  private  interests  in  any  of  the  member  states. 

•  Opposes  cross-border  taxes,  other  similar  funding  mechanisms  such  as  a  proposed  customs  user 
fee,  and  new  non-tariff  barriers,  as  contrary  to  the  trade  liberalizing  purposes  of  the  Agreement 
Such  programs  should  be  funded  out  of  "general  revenues"  and  private  financing. 


that  use  of  trade  sanctions  as  a  remedy  for  environmental  violations  could  evolve 
into  a  new  set  of  non-tariff  trade  barriers. 

March  3,  1993 
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Washington,  D.C.  20062-2000 
LABOR  AND  NAFTA 

A  side  agreement  among  the  NAFTA  countries  has  been  proposed  to  establish  a  commission  on 
worker  standards  and  safety  with  powers  similar  to  those  of  the  proposed  environmental  commission. 
This  commission  would  stress  enforcement  As  with  the  environmental  commission,  the  worker 
commission  would  have  extensive  powers  to  educate,  train,  develop  minimum  standards  and  participate 
in  the  dispute  settlement  process.   Citizens  would  be  able  to  bring  suit  on  their  own  courts  when  they 
believe  their  domestic  worker  standards  were  not  being  enforced.   Separate  U.S.  legislation  has  been 
proposed  to  adequately  fund  displaced  worker  retraining  and  assistance  needs. 


Chamber  positwn: 


Supports  a  side  agreement  that  enhances  each  country's  ability  to  enforce  and  improve  its  own 
worker  standards  while  ensuring  against  the  use  of  labor  standards  as  non-tariff  barriers. 
NAFTA's  proposed  trinational  worker  commission  should  monitor  and  report  periodically  on 
efforts  to  improve  such  standards. 


,  establishment  of  mechanisms  by  each  NAFTA  country  for  public  participation  by  all 
interested  persons  as  part  of  the  trinational  worker  commission's  monitoring  and  reporting 
activities.   In  particular,  the  commission  must  consider  the  views  of  employers  and  Uieir 
representative  organizations. 

Supports  expansion  of  worker  assistance  and  retraining  programs  to  cover  workers  and 
businesses  adversely  affected  by  the  NAFTA  and  other  initiatives  which  lower  trade  and 
investment  barriers  between  the  United  States  and  its  trading  partners.   Programs  must  be 
temporary,  not  mandate  the  provision  of  additional  benefits  by  employers,  and  meet  the  needs 
for  a  more  internationally  competitive  workforce. 

Supports  NAFTA's  liberalized  requirements  for  long-term  business  travelers  between  the  U.S. 
and  Mexico.  However,  non-eligible  travelers  should  be  prevented  fi-om  gaining  access  to  either 
country  through  this  provision. 

Recnmmenris  that  the  objectives  of  this  side-agreement  be  achieved  through  most  efficient  use 
of  existing  government  agency  resources  and  responsibilities,  rather  than  creation  of  new 
agencies. 

Opposes  multinational  mechanisms  that  would  have  enforcement  authority  to  impose  sanctions 
against  private  interests  in  any  of  the  member  states. 

Opposes  cross-border  taxes  and  other  similar  funding  mechanisms  such  as  a  proposed  customs 
user  fee,  as  contrary  to  the  trade  liberalizing  purposes  of  the  Agreement   Such  programs 
should  be  funded  out  of  "general  revenues." 


March  3,  1993 
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Washington,  D.  C.  20062-2000 
IMPORT  SURGES  AND  NAFTA 

A  side  agreement  has  been  proposed  to  establish  a  bilateral  special  safeguard  mechanism  with  Mexico 
to  respond  to  unexpected  surges  in  imports.  The  proposal  is  described  as  prudent  to  preserve  this 
option  as  NAFTA  is  implemented. 

ChanHyer  positlpq: 

•  Believes  that  concerns  in  this  area  have  been  adequately  addressed  by  the  transitional  tariffs 
and  import  surge  protection  negotiated  under  the  NAFTA. 

•  Believes  that  any  additional  special  safeguards  mechanism  allowing  for  the  imposition  of  import 
restrictions  under  an  easier  injury  standard  should  be  accompanied  by  a  automatic  mechanism 
for  the  acceleration  of  tariff  reductions  for  de  minimus  imports. 


March  3,  1993 
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March  29,  1993 


Hon.  Sam  W.  Gibbons,  Chairman 
House  Committee  on  Ways  and  Means 
Subcommittee  on  Trade 
1102  Long  worth  House  Office  Building 
Washington,  D.C.    20515 

Dear  Chairman  Gibbons, 

In  1991,  the  Economic  Policy  Council  of  the  United  Nations  Association 
of  the  United  States  created  a  high  level  panel  of  business,  labor  and  academic 
experts  to  consider  the  social  implications  of  a  North  American  Free  Trade 
Agreement.   The  panel  is  presenting  its  conclusions  and  recommendations  today. 

The  panel  report  relates  directly  to  the  supplemental  NAFTA  agreements 
about  which  your  subcommittee  held  hearings  earlier  this  month.   The  panel  did 
not  complete  its  work  in  time  to  permit  an  oral  presentation  of  the  findings  at 
your  hearings.   We  understand,  however,  that  the  record  is  being  held  open  for 
written  submissions. 

We  respectfully  request  that  the  attached  executive  summary  of  the  EPC- 
UNA  panel  report.  The  Social  Implications  of  a  North  American  Free  Trade 
Agreement  be  included  in  the  written  record  of  the  subcommittee  hearings  on 
NAFTA  and  the  supplemental  agreements. 

^^^ Thsmk  you  for  your  consideration. 

Paul  Allaire 
Chairman  and  CEO 
Xerox  Corporation 
Co-chairman,  EPC-UNA  Panel 


Jack  Sheinkman 
President 

Amalgamated  Clothing  and 
Textile  Workers  Union 
Co-chairman,  EPC-UNA  Panel 


[THE  PANEL  REPORT  IS  BEING  RETAINED  IN  THE  COMMITTEE  FILES.] 
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EXECUTIVE  SUMMARY 


The  North  American  Free  Trade  Agreement  (NAFTA)  will  deepen  and  accelerate  the  regional 
economic  integration  that  is  already  under  way,  and  create  the  largest  market  in  the  world. 

Economists  and  policy-makers  expect  net  benefits  for  the  participating  nations  and  the 
region  as  a  whole.  The  costs  and  benefits  will  not  be  uniformly  distributed  among  industries, 
subnational  regions,  or  social  and  economic  groups,  however,  nor  will  all  benefits  accrue  at  the 
same  time.  Thus  there  will  be  winners  and  losers  in  each  country.  The  U.S.  government  and 
its  NAFTA  partners  should  take  action  to  reduce  or  eliminate  the  costs  of  such  an  agreement 
while  preserving  the  benefits. 

In  1991  the  Economic  Policy  Council  of  the  United  Nations  Association  of  the  United 
States  established  a  panel  of  knowledgeable  business,  labor,  and  academic  leaders  to  assess 
NAFTA's  social  implications  and  recommend  measures  that  could  be  taken  by  the  United  States 
alone  and  by  the  NAFTA  partners  jointly  to  deal  with  them.  The  panel  concentrated  its  attention 
on  employment  and  wages,  on  worker  rights  and  labor  standards,  and  on  certain  aspects  of 
immigration.   This  report  summarizes  the  findings  of  the  panel. 

The  impact  of  NAFTA  may  be  far  greater  than  the  nominal  value  of  investment  and  trade 
flows  among  the  three  countries  might  suggest.  The  agreement  will  not  only  ease  the  movement 
of  goods,  services,  and  capital  but  will  also  further  integrate  the  North  American  labor  market: 
Jobs  and  people  too  will  now  move  even  more  readily  among  the  three  countries.  Thus  the  panel 
welcomes  the  opening  of  parallel  NAFTA  talks  and  the  proposed  inclusion  of  supplemental 
agreements  covering  common  labor  issues,  certain  aspects  of  immigration,  and  the  environment. 

Based  on  its  own  deliberations,  which  included  consultation  with  many  experts  in  the 
field,  the  panel  recommends  that  the  United  States  government,  in  cooperation  with  management 
and  labor,  take  a  number  of  steps,  alone  and  with  its  NAFTA  partners,  to  enhance  the  benefits 
of  NAFTA  and  reduce  the  negative  social  consequences  of  the  agreement. 

•  Adjustment  Assistance.  NAFTA  is  likely  to  require  increased  adjustment  assistance 
for  displaced  workers.  Rather  than  create  a  new  program  for  NAFTA,  the  panel  believes  that 
existing  adjustment  assistance  programs  should  be  consolidated  and  improved.  Because  NAFTA 
will  be  only  one  of  many  factors  causing  structural  change  in  the  economy,  and  job  displacement 
is  often  the  result  of  many  such  factors,  it  makes  little  sense  to  try  to  tailor  assistance  programs 
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for  workers  displaced  by  one  particular  event  or  trade  agreement. 

Adjustment  assistance  programs  should  be  revised  to  provide  more  effective  coverage  of 
displaced  workers  and  to  provide  several  options  for  such  workers,  including  participation  in 
accredited  training  programs.  In  the  period  1985-90,  only  5  percent  of  4.3  million  dislocated 
workers  received  Trade  Adjustment  Assistance  benefits,  and  only  10  percent  of  eligible  workers 
got  training  under  the  Jobs  Training  Partnership  Act.  Government  expenditures  for  training  and 
income  maintenance  have  gone  from  a  peak  of  $1.6  billion  in  1980  to  $181  million  in  1991. 
Adequate  income  support  and  health  insurance  are  essential  if  displaced  workers  are  to  take 
advantage  of  training  opportunities.  Job-search  and  relocation  assistance  are  also  important. 

The  adjustment  programs  could  be  funded  out  of  payroll  taxes  to  which  both  employers 
and  employees  contribute.  Many  panel  members  support  this  approach,  although  some  members 
felt  strongly  that  general  tax  revenues  would  be  preferable  because  this  means  of  funding  is  less 
burdensome  to  businesses.  Were  payroll  taxes  to  be  used,  said  the  panel,  it  would  be  highly 
desirable  to  seek  to  harmonize  any  adjustment  tax  rate  with  the  other  NAFTA  partners  in  order 
to  avoid  competitive  distortions. 

•  Preparing  the  Economy  for  NAITA.  The  creation  of  a  common  North  American  trade 
and  investment  area  makes  still  more  vital  and  urgent  the  task  of  ensuring  that  the  U.S.  work 
force,  its  infrastructure,  and  its  corporate  leadership  will  be  ready  to  compete  on  the  basis  of  high 
skills,  high  productivity,  and  superior  quality  and  service.  A  well-educated,  well-trained,  and 
highly  motivated  and  engaged  work  force  is  the  key  competitive  factor. 

With  federal  sponsorship,  municipal  governments  and  local  business  and  labor  should 
create  apprenticeship  programs,  technical  training  centers,  and  other  programs  to  bridge  school 
and  work  for  young  people  just  entering  the  labor  market. 

Continuous  upgrading  of  the  skills  ofthe  existing  work  force  will  facilitate  the  economy's 
adjustment  to  global  competition. 

More  investment  by  employers  in  worker  training  and  in  the  continuous  upgrading  of 
employee  skills  will  enhance  future  performance  and  shareholder  value. 

The  government  can  provide  tax  incentives  and  establish  training  facilities  to  support 
these  efforts,  but  training  programs  are  most  likely  to  succeed  and  lead  to  real  jobs  if  they  are 
conducted  by  the  firm  or  are  at  least  under  the  guidance  of  business  and  labor  in  the  community. 
Training  should  be  targeted  at  local  and  growing  industries.     Only  business/labor-certified 
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programs  would  qualify  for  government  subsidy.  Some  centers  could  be  located  in  areas 
particularly  affected  by  NAFTA-related  dislocations. 

Surplus  military  facilities  and  the  military's  training  expertise  could  be  tapped  to  support 
worker  training  and  retraining  efforts. 

Business,  labor,  and  academe  can  work  with  government  at  the  federal,  state,  and  local 
level  to  develop  pilot  programs  and  encourage  innovation  in  the  workplace  and  the  adoption  of 
production  and  management  techniques  that  might  provide  an  alternative  to  moving  production 
out  of  the  country  in  an  endeavor  to  lower  labor  costs. 

•  NAFTA  and  Worker  Rights.  The  freeing  of  trade  and  investment  with  a  country  like 
Mexico  that  has  a  large  pool  of  surplus,  low-wage  labor  poses  special  challenges  for  the  U.S.  and 
Canada.  It  is  in  the  interest  of  the  two  wealthier  nations  that  convergence  of  North  American 
wage  rates  result  in  an  upward  rather  than  downward  adjustment  of  living  standards.  Steady 
improvement  in  Mexican  incomes  will  alleviate  competitive  downward  pressure  on  U.S.  and 
Canadian  wage  rates,  reduce  the  incentives  for  illegal  immigration,  and  increase  Mexican  demand 
for  U.S.  and  Canadian  consumer  goods. 

For  upward  harmonization  to  occur,  workers  must  enjoy  and  be  allowed  to  exercise  the 
right  to  bargain  for  a  fair  share  of  the  productivity  gains  that  might  result  from  NAFTA.  The 
panel  recommends  that  supplemental  agreements  to  NAFTA  include  (1)  a  firm  commitment  to 
protecting  internationally  recognized  worker  rights  throughout  North  America  and  (2)  an  effective 
enforcement  mechanism  for  NAFTA-related  trade  and  investment  activities.  This  might  include 
the  right  of  workers  or  firms  in  one  NAFTA  country  that  believe  they  are  suffering  from 
competition  with  a  firm  or  industry  in  another  NAFTA  country  because  the  appropriate  labor 
laws  are  not  being  enforced  to  bring  a  case  before  a  trinationai  body.  Relief  might  include  a  fine, 
compensatory  tariff,  or  other  trade  remedy. 

The  panel  encourages  the  establishment  of  North  American  industry  employer-labor 
advisory  councils  to  monitor  worker  rights  and  labor  standards  and  encourage  improvements  by 
firms  operating  in  more  than  one  country. 

The  panel  also  recommends  a  specific  work  program  for  the  tripartite  talks  to  bring  all 
three  countries  up  to  their  own  legal  labor  standards  by  improving  monitoring  and  enforcement. 

•  Labor  Standards.  The  panel  makes  a  distinction  between  minimum,  internationally 
recognized  worker  rights,  which  must  be  uniformly  observed,  and  labor  standards,  which  are  to 
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some  degree  a  function  of  the  relative  state  of  economic  development.  Mexico's  labor  standards- 
minimum  wage,  work-ng  hours,  non-wage  compensation,  etc. -are  lower  than  those  of  Canada 
and  the  United  States  at  this  stage  of  Mexico's  development. 

The  three  NAFTA  partners  should  set  an  agenda  and  a  timetable  for  harmonizing  labor 
standards  upward  consistent  with  each  country's  economic  capacities.  Business  and  labor  groups 
in  each  country,  working  with  government,  can  play  an  important  role  in  promoting  upward 
harmonization. 

Where  needed  and  appropriate,  the  NAFTA  partners  can  share  technical  support  to 
improve  labor  market  conditions.  The  three  nations  can  also  encourage  multilateral  lending 
agencies  like  the  World  Bank  and  the  Inter-American  Development  Bank  (lADB)  to  fund 
programs  for  improving  labor  standards  and  enforcement. 

•  Immigration.  Canadian,  Mexican,  and  U.S.  cooperation  on  certain  aspects  of  illegal 
immigration  would  be  consistent  with  the  overall  thrust  of  NAFTA.  The  panel  believes  there  is 
a  natural  trade-off  between  Mexican  cooperation  in  patrolling  the  U.S. -Mexico  border  and 
cracking  down  on  smugglers,  on  the  one  hand,  and  a  more  effective  effort  by  the  U.S. 
government  to  halt  the  abuse  of  undocumented  workers  from  Mexico,  on  the  other. 

Changes  in  U.S.  immigration  law  appear  to  have  driven  illegal  immigrants  deeper 
underground  and  left  them  more  vulnerable  to  abuse  and  exploitation. 

The  panel  recommends  that  the  U.S.  government  put  more  resources  into  enforcing  its 
laws  on  worker  health  and  safety  standards,  on  minimum  wage,  and  on  the  employment  of 
minors,  focusing  these  efforts  on  industries  and  regions  in  which  the  hiring  of  undocumented 
workers  is  widespread.  Vigorous  enforcement  of  U.S.  labor  laws  will  protect  the  rights  of 
undocumented  workers  against  abuse  and  exploitation  and  take  away  the  economic  incentive  for 
large-scale  hiring  of  undocumented  workers. 

•  Conclusion.  The  EPC  panel  concludes  that  NAFTA  stands  the  best  chance  of 
succeeding  if  it  is  managed  cooperatively  by  business,  labor,  and  governments  and  if 
governments-individually  and  jointly-adopt  coherent  and  comprehensive  policies  to  address  the 
full  range  of  complex  challenges  and  opportunities  presented  by  the  agreement. 
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COMMEHTS  PROVXDIMO  VIEWS  ON  PROPOSED 

SUPPLEMENTAL  AGREEMENTS  TO  THE  NORTH  AMERICAN 

FREE  TRADE  AGREEMENT 

ON  BEHALF  OF 

VIRGIN  ISLANDS  RUM  INDUSTRIES  LTD. 

BRUGAL  &  CO.,  INC. 

THE  GOVERNMENT  OF  THE  U.S.  VIRGIN  ISLANDS 

WEST  INDIES  RUM  AND  SPIRITS  PRODUCERS  ASSOCIATION 

CARIBBEAN/ LATIN  AMERICAN  ACTION 

Virgin  Islands  Rum  Industries  Ltd.  ("VIRIL") ,  Brugal  & 
Co.,  Inc.,  the  Government  of  the  U.S.  Virgin  Islands,  the  West 
Indies  Rum  and  Spirits  Producers  Association  ("WIRSPA")  and 
Caribbean/Latin  American  Action  ("C/LAA")  appreciate  the 
opportunity  to  provide  the  Subcommittee  on  Trade  with  their  views 
on  proposed  side  agreements  to  the  North  American  Free  Trade 
Agreement  ("NAFTA") ,  particularly  the  proposed  side  agreement  on 
import  surges.  For  the  reasons  set  forth  below,  we  believe  that 
Congress  must  insist  that  any  supplemental  agreement  on  import 
surges  include  specific  provisions  to  prevent  damaging  surges  in 
rum  imports  from  Mexico. 

The  supplemental  import  surge  provisions  that  we  propose 
would  not  require  the  reopening  of  the  NAFTA  itself.  Without  these 
supplemental  provisions  for  rum,  however,  the  NAFTA  could  do  great 
—  possibly  even  irreparable  —  harm  to  governments,  economies  and 
businesses  throughout  the  Caribbean  region,  including  those  in  the 
U.S.  virgin  Islands  and  Puerto  Rico. 

Because  of  Mexico's  very  large  comparative  cost 
advantages  in  the  production  of  rum,  and  its  existing  resources  and 
infrastructure,  it  is  highly  likely  that  imports  of  rum  from  Mexico 
will  surge  into  the  United  States  within  a  few  years  after  the 
implementation  of  the  NAFTA.  Economic  studies  demonstrate  that  rum 
imports  from  Mexico  would  overwhelm  portions  of  the  domestic  rum 
industry  before  it  could  make  necessary  adjustments.  Surges  in 
U.S.  imports  from  Mexico  would  also  do  severe  damage  to  the 
economies  of  those  Caribbean  countries  that  currently  benefit 
greatly  from  the  duty-free  treatment  of  rum  under  the  Caribbean 
Basin  Initiative  ("CBI") .  Moreover,  without  appropriate,  automatic 
provisions  to  protect  against  import  surges,  substantial  increases 
in  imports  of  rum  from  Mexico  would  do  great  harm  to  both  the 
economies  and  territorial  budgets  of  the  U.S.  Virgin  Islands  and 
Puerto  Rico. 

The  proposed  NAFTA  would  phase  out,  over  a  ten-year 
period,  the  current  $0.37  per  proof  liter  (approximately  $1.40  per 
proof  gallon)  U.S.  tariff.  This  ten-year  phase-out  is  the  longest 
such  period  under  the  NAFTA  for  alcoholic  beverages.  In  adopting 
this  ten-year  phase-out  for  rum,  the  NAFTA  negotiators  recognized 
a  reality  that  has  repeatedly  been  stressed  in  testimony  before 
Congress  and  the  U.S.  International  Trade  Commission  ("ITC")  — 
that  rum  is  a  highly  import-sensitive  product,  deserving  of  special 
consideration.  The  NAFTA  negotiators  failed  to  recognize,  however, 
the  strong  likelihood  that  imports  of  Mexican  rum  will  flood  the 
U.S.  market  well  in  advance  of  the  end  of  the  ten-year  duty  phase- 
out,  causing  substantial  injury  to  U.S. -flag  rum  producers  and 
potentially  devastating  effects  on  producers  and  countries  in  the 
Caribbean  Basin  region. 

The  Threat  of  Import  Surges  from  Mexico 

Currently,  Mexico  exports  no  rum  to  the  United  States. 
The  current  specific  duty  on  rum  —  which  is  roughly  equal  to  the 
F.O.B.  St.  Croix  price  of  low-valued  Virgin  Islands  bulk  rum  and 
similarly  low-valued  bulk  rum  products  from  CBI  countries  — 
creates  a  prohibitive  barrier  to  imports  of  low-valued  rum  from 
Mexico.  According  to  economic  analyses  provided  to  the  ITC,  the 
elimination  of  duties  on  Mexican  rum  is  expected  to  result  in 
substantially  increased  imports  of  low-priced  rum  from  Mexico. 
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These  imports  will  compete  directly  with  low-valued  rum  produced  in 
the  U.S.  territories  and  certain  CBI  countries  —  rum  which  is 
generally  sold  in  bulk  to  U.S.  rectifiers  and  bottlers  almost 
exclusively  on  the  basis  of  price. 

Under  current  conditions,  Mexican  rum  producers  have 
tremendous  cost  advantages  over  other  producers  of  low-value  rum  in 
the  Caribbean  region.  Mexican  producers,  unlike  their  counterparts 
in  the  U.S.  island  territories  and  elsewhere  in  the  Caribbean, 
enjoy  plentiful  supplies  of  sugar  cane  molasses,  low  energy  prices, 
and  low  transportation  costs  as  a  result  of  geographic  proximity  to 
the  U.S.  market.  In  addition,  Mexican  producers  can  tap  into  a 
large  pool  of  cheap,  unskilled  labor  and  are  not  subject  to  a  well- 
enforced  system  of  labor  and  safety  laws.  According  to  an  economic 
analysis  commissioned  by  the  Virgin  Islands  Government  and  VIRIL, 
the  largest  virgin  Islands  producer,  the  elimination  of  the  current 
duty  would  provide  current  and  potential  Mexican  producers  with  a 
cost  advantage  of  at  least  50  cents  per  gallon  over  low-value 
Virgin  Islands  rum.  It  is  anticipated  that  Mexican  producers  would 
enjoy  a  similar  cost  advantage  over  other  Caribbean  producers  of 
low- valued  rum. 

Because  of  these  tremendous  cost  advantages,  it  is  highly 
unlikely  that  the  regional  rum  industry  in  the  Caribbean  would  be 
able  to  compete  under  the  NAFTA  with  Mexico  in  the  low-value 
segment  of  the  U.S.  market.  A  recent  economic  analysis 
demonstrates  that,  under  a  ten-year  phase-out  of  the  current  duty, 
Mexican  rum  producers  will  likely  be  able  to  match  the  price  of 
Virgin  Islands  rum  in  the  U.S.  market  within  as  few  as  five  to  six 
years.  Similarly,  Mexican  producers  will  be  able  to  beat  the  price 
of  low-valued  rum  produced  elsewhere  in  the  Caribbean  well  before 
the  end  of  the  ten-year  phase-out.  Once  Mexican  producers  have 
matched  the  price  of  regionally-produced  low-value  rum,  economic 
analyses  show  that  they  will  then  enjoy  an  increasingly 
insurmountable  cost  advantage  in  subsequent  years.  Because  low- 
valued  rvim  is  sold  almost  exclusively  on  the  basis  of  price, 
imports  of  such  rum  from  Mexico  can  be  expected  to  surge  into  the 
United  States  well  before  the  end  of  the  NAFTA  phase-out  period. 

To  understand  why  the  NAFTA  must  be  supplemented  by  a 
rum-specific  mechanism  to  prevent  such  import  surges  and  provide 
for  orderly  increases  in  Mexican  imports,  it  is  necessary  to 
understand  the  tremendous  importance  of  the  rum  trade  to  the 
economies  and  governments  of  the  U.S.  Virgin  Islands,  Puerto  Rico 
and  certain  CBI  nations. 


The  Importance  of  Rum  to  the  CBI  Nations 

Since  1984  —  largely  as  a  result  of  the  leadership  of 
this  Subcommittee  —  the  United  States  has  enjoyed  a  special 
relationship  under  the  CBI  with  the  island  nations  of  the  Caribbean 
and  the  small  countries  of  Central  America.  This  special 
relationship  has  served  important  U.S.  foreign  policy  interests 
while  providing  valuable  trade  preferences  to  the  CBI  nations. 
Recently,  many  members  of  Congress  have  expressed  concern  that  the 
NAFTA  will  undermine  the  CBI.  Indeed,  without  supplemental 
protections,  the  NAFTA  will  seriously  damage  this  special 
relationship,  eroding  the  real  value  of  existing  preferences  under 
the  CBI  and  threatening  harm  to  some  of  the  more  fragile  economies 
of  the  region. 

Rum  is  a  product  of  special  importance  for  many  CBI 
countries.  In  particular,  rum  has  been  produced  in  the  Caribbean 
for  centuries,  providing  important  contributions  to  local  economies 
as  well  as  to  the  culture  and  folklore  of  the  region.  Under  the 
special  relationship  established  by  the  CBI,  Caribbean  rum 
producers  have  increased  their  market  penetration  of  the  United 
States  by  more  than  50  percent,  earning  much  needed  foreign 
currency  and  creating  new  jobs  in  the  region.   Indeed,  the  ITC  has 
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identified  rum  as  one  of  the  limited  nximber  of  products  benefitting 
most  from  duty-free  treatment  under  the  CBI.  A  number  of  CBI 
countries,  including  Barbados,  have  only  recently  established  a 
foothold  under  the  CBI  in  the  lucrative  U.S.  rum  market.  A  very 
substantial  percentage  of  CBI  rum  imports  are  in  the  low-valued 
segment  of  the  market. 

The  current  NAFTA  text  will  have  particularly  deleterious 
effects  on  imports  of  rum  from  CBI  countries.  As  explained 
previously,  the  tremendous  cost  and  competitive  advantages  enjoyed 
by  Mexico  will  likely  enable  Mexican  producers  to  overwhelm 
Caribbean  producers  of  low-valued  rum  well  before  completion  of  the 
duty  phase-out  called  for  by  the  NAFTA.  Moreover,  because  the  CBI 
countries  are  excluded  from  the  NAFTA,  CBI  producers  would  be 
precluded  from  resorting  to  the  bilateral  safeguards  provided  for 
in  Chapter  8  of  the  NAFTA. 

The  loss  of  a  special  region-specific  benefit  for  rum 
will  cause  real  hardship  to  a  number  of  Caribbean  economies  and 
will  undermine  much  of  the  foreign  policy  progress  made  over  the 
last  decade  under  the  CBI.  Thus,  supplemental  safeguards  are 
required  to  assure  that  CBI  producers  can  maintain  at  least  a 
portion  of  a  special  benefit  which  Congress  and  previous 
administrations  labored  long  and  hard  to  create  and  preserve. i'  By 
assuring  orderly  and  predictable  increases  in  rum  imports  from 
Mexico,  additional  surge  safeguard  provisions  would  go  far  toward 
ensuring  the  compatibility  of  the  NAFTA  with  existing  policies  and 
preferences  under  the  CBI. 

The  Importance  of  Rum  to  the  U.S.  Virgin  Islands  and  Puerto  Rico 

The  governments  of  the  U.S.  Virgin  Islands  and  Puerto 
Rico  are  uniquely  bound  to  and  dependent  upon  the  continuing  health 
and  vigor  of  their  rum  industries.  Under  applicable  law,  the  U.S. 
Congress  has  provided  that  federal  excise  taxes  collected  on  rum 
manufactured  in  the  these  territories  and  shipped  to  the  United 
States  shall  be  returned  to  the  treasury  of  the  appropriate 
territory.  Congress  intended  that  these  tax  cover-over  provisions 
guarantee  a  permanent  source  of  funds  for  the  governments  of  the 
Virgin  Islands  and  Puerto  Rico  and  thus  contribute  to  the  financial 
self-sufficiency  of  these  territories. 

Since  1954,  the  rum  industry,  through  the  cover-over 
provisions,  has  helped  to  create  and  sustain  two  American  success 
stories  in  the  Caribbean.  Federal  excise  taxes  on  Virgin  Islands 
rum  currently  fund  nearly  10%  of  the  Virgin  Islands'  total  budget. 
Puerto  Rico  currently  receives  about  $250  million  in  annual 
revenues  through  the  rum  cover-over  provisions,  accounting  for  some 
5%  of  its  total  budget.  These  cover-over  funds  have  financed  a 
variety  of  projects,  including  the  construction  of  schools,  health 
care  facilities,  airports  and  much  of  the  capital  infrastructure  of 
the  two  territories.  In  addition,  the  number  of  direct  jobs 
generated  by  these  capital  expenditures  runs  into  the  thousands  — 
far  outpacing  the  number  of  jobs  in  the  rum  industry,  which  is 
itself  one  of  the  largest  manufacturing  industries  in  the 
territories.  For  these  and  other  reasons,  the  rum  industry 
remains  one  of  the  most  important  sources  of  revenue  for  the- 
governments  of  the  Virgin  Islands  and  Puerto  Rico. 

Both  the  Congress  and  the  Executive  Branch  have 
recognized  the  unique  role  that  rum  plays  in  the  legal,  economic 


For  example,  in  the  Andean  Trade  Preferences  Act  ("ATPA") , 
Congress  specifically  excluded  rum  from  the  list  of  eligible 
articles  under  the  ATPA.  H.  Rep.  No.  102-337  at  15.  In 
addition,  previous  administrations  have  denied  petitions, 
including  a  1990  petition  by  Colombia,  for  duty-free  treatment 
of  rum  under  the  Generalized  System  of  Preferences  ("GSP") . 
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and  political  relationship  between  the  United  States  and  its  island 
territories  in  the  Caribbean.  Indeed,  because  of  this  historic 
relationship,  the  United  States  has,  on  many  occasions,  taken 
affirmative  action  to  protect  the  Virgin  Islands  and  Puerto  Rico 
rum  producers  from  competitive  harm.  For  example,  the  United 
States  has  rejected  numerous  petitions  for  preferential  treatment 
of  r\im  under  the  GSP  program.  In  addition.  Congress  specifically 
excluded  rum  from  the  list  of  eligible  articles  under  the  Andean 
Trade  Preferences  Act. 

Because  of  the  linkage  between  rum  production  and  excise 
tax  revenues,  surges  in  imports  from  Mexico  will  threaten  the 
fiscal  stability  of  the  territorial  governments  and  the  overall 
economies  of  the  Virgin  Islands  and  Puerto  Rico.  To  assure  that 
Mexican  rum  does  not  overwhelm  territorial  producers  of  low-valued 
rum  and  cause  great  harm  to  their  respective  governments  and 
economies,  the  NAFTA  must  be  supplemented  to  provide  for  a  specific 
import  surge  mechanism  that  will  assure  a  more  orderly  and 
predictable  growth  in  Mexican  rum  imports  to  the  United  States. 

The  Concerns  of  Caribbean  Rum  Producers 

As  noted  previously,  the  current,  substantial  duty  on  rum 
has  been  critical  to  the  continued  viability  of  producers  of  low- 
valued  rum  in  the  U.S.  insular  territories  and  throughout  the 
Caribbean.  Because  low-valued  rum  generally  lacks  name  brand 
identification  and  a  well-developed  distribution  network,  it  must 
compete  almost  exclusively  on  the  basis  of  price.  The  low  end  of 
the  rum  market  is  highly  price-sensitive  —  pennies  can  literally 
make  or  break  a  sale.  As  previously  discussed,  the  enormous  cost 
advantages  of  Mexican  producers  would  permit  them  to  beat  the  price 
of  regionally  produced  low-valued  rum  well  before  completion  of  the 
planned  phase-out  of  duties  under  the  NAFTA.  These  substantially 
lower  costs,  and  the  resulting  lower  prices,  will  likely  lead  to 
surges  of  imports  of  low-valued  Mexican  rum  into  the  United  States 
during  and  after  the  NAFTA  transition  period. 

Producers  of  low-valued  rum  throughout  the  Caribbean  must 
be  given  adequate  time  to  adjust  to  the  duty  phase-out  by 
developing  higher  priced  "name  brand"  products  that  are  not  so 
price-sensitive  or  -elastic.  To  induce  wholesalers  and  retailers 
to  carry  new  products  at  premium  prices  will  require  substantial 
and  sustained  advertising  expenditures,  as  well  as  the  development 
of  expensive  promotional  and  distribution  networks.  Capital 
expenditures  for  facilities  and  equipment  for  aging  and  other 
processes  will  also  be  required.  Thus,  market  stability  for  an 
extended  period  of  time  is  essential  to  allow  these  Caribbean 
producers  to  generate  the  capital  required  to  overcome  these 
substantial  "name  brand"  entry  barriers  and  to  adapt  to  the  post- 
NAFTA  environment.  A  supplemental  surge  mechanism  is  required  to 
provide  these  regionally  important  industries  the  chance  to  make 
these  difficult  changes. 

The  Inadequacy  of  Existing  NAFTA  Safeguard  Provisions 

The  current  draft  NAFTA  recognizes  the  potential  for 
serious  import-related  injury,  despite  the  phasing-in  of  tariff 
reductions,  by  providing  for  bilateral  "emergency  action"  measures 
under  Chapter  8.  While  these  bilateral  safeguard  measures  may 
prove  useful  to  domestic  producers  in  many  sectors,  these 
provisions  do  not  alleviate  the  concerns  regarding  rum  imports  set 
forth  above.  Chapter  8  may  be  implemented  only  in  cases  of  import- 
related  injury  to  a  "domestic  industry."  As  a  result,  harm  to  CBI 
producers  could  not  be  remedied  under  the  duty  "snap-back" 
provisions  of  Article  801.  Moreover,  it  is  not  clear  that  harm 
limited  to  producers  of  low-valued  bulk  rum  in  the  U.S.  Virgin 
Islands  and  Puerto  Rico  could  be  remedied  under  the  current  text. 
Although  these  producers  account  for  virtually  all  U.S.  production 
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of  low-valued  rum,  they  are  only  a  portion  of  all  domestic  rxirn 
producers . 

A  Proposed  Import  Surge  Mechanism  for  Rum 

To  address  the  threat  of  surges  in  Mexican  rum  imports 
under  the  NAFTA,  the  supplemental  agreement  on  import  surges  should 
include  rum-specific  safeguards.  Under  these  safeguards,  the 
United  States  and  Mexico  should  formally  recognize  the  potential 
for  disruptive  surges  in  the  rum  sector.  The  governments  should 
further  agree  that  the  United  States  may  automatically  impose  a 
safeguard  if  rum  shipments  from  Mexico  in  any  year  exceed  a 
specified  volume  beginning  with  a  "growth  amount"  for  1994  and 
increasing  by  the  same  growth  amount  each  year  thereafter  for 
twenty  years.  Because  of  the  high  potential  for  import  surges  and 
the  adverse  effect  of  such  surges  on  domestic  and  CBI  producers,  no 
petition  or  finding  of  injury  would  be  required. 

The  proposed  rum  surge  safeguard  would  provide  that 
shipments  in  excess  of  the  then-applicable  schedule  amount  would  be 
dutiable  at  the  then-current  MFN  rate  (rather  than  the  lower  NAFTA 
rate)  and  would  cancel  the  schedule  amount  increase  for  the 
following  year.  The  safeguard  would  then  continue  to  apply  if 
shipments  exceeded  the  scheduled  amount  in  subsequent  years.  The 
proposed  safeguard  could  not  be  combined  with  bilateral  or  global 
safeguards  under  Chapter  8  of  the  NAFTA. 

This  proposal  will  help  assure  that  orderly  increases  in 
imports  of  Mexican  rum  under  the  NAFTA  do  not  vitiate  important 
gains  made  by  Caribbean  producers  under  the  CBI  or  unduly  threaten 
the  fiscal  stability  of  the  U.S.  territories  in  the  Caribbean.  The 
proposal  does  not  change  the  duty  phase-out  under  the  NAFTA  and 
thus  does  not  "reopen"  the  agreement.  Because  it  addresses  the 
unique  problems  faced  by  producers  and  governments  in  the  Caribbean 
Basin,  it  is  more  than  a  narrow  request  for  protection  of  a 
domestic  industry.  Rather,  it  is  a  carefully  drawn  approach  to 
avoid  devaluation  of  existing  U.S.  trade  policy  in  the  Caribbean  in 
one  of  the  few  product  sectors  that  has  shown  gains  under  the  CBI. 

This  subcommittee  has  long  been  in  the  forefront  of 
efforts  to  protect  and  promote  the  interests  of  governments 
throughout  the  Caribbean  region.  We  look  forward  to  working  with 
you  to  assure  that  these  important  interests  can  be  reconciled  with 
the  equally  important  objectives  of  the  NAFTA. 


April  9,  1993 
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Thanl<  you  committee  members  for  the  opportunity  to  express  my  views  on  the  re- 
opening of  the  NAFTA  negotiations.  My  name  is  Leonard  Schoelkopf,  and  I  am 
President  and  Chief  Executive  Officer  of  Vista  Management  Corporation.  Over  the 
past  seven  years,  I  have  made  in  excess  of  100  business  trips  to  Mexico,  and 
negotiated  sales  of  over  $75  million  dollars.  While  operating  my  businesses,  I  have 
had  the  opportunity  to  deal  with  senior  executives  at  many  of  Mexico's  largest 
corporations,  as  well  as  with  government  representatives  at  all  levels  of  the  Salinas 
administration.  Although  I  serve  as  a  commissioned  Air  Force  Reserve  Captain,  I 
come  to  you  today  as  a  businessman. 
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NAFTA  was  originally  conceived  as  an  economic  vehicle  to  facilitate  growth  and 
expansion  among  its  three  signatories.  Subsequent  to  the  completion  of  the 
negotiations,  several  valid,  but  relatively  minor  issues  were  raised  regarding  the 
environment  and  labor  impact  of  the  increased  economic  activity  anticipated  as  a 
result  of  the  NAFTA  implementation.  I  believe  these  issues  are  adequately  addressed 
in  the  NAFTA  text  as  it  currently  stands.  I  am  deeply  concerned  over  the  possibility 
that  the  NAFTA  may  be  significantly  altered,  or  worse  still,  not  passed  due  to 
heightened  attention  given  environmental  issues,  and  I  strongly  disagree  with  those 
who  would  assert  the  NAFTA  does  not  adequately  address  those  issues.  The 
potential  affect  of  a  failed  NAFTA  holds  serious  consequences  for  the  business 
community. 

I  would  like  to  briefly  address  the  issue  of  labor  and  job  loss.  While  it  is  true  that  in 
the  short  term  there  will  be  some  job  loss  as  a  result  of  full  NAFTA  implementation, 
these  losses  will  be  more  than  offset  by  increased  demand  for  U.S.  goods  and 
services,  as  the  Mexican  middle  class  expands  and  prospers.  It  is  impossible  to 
quantify  the  value  that  "Made  in  America"  has  in  the  Mexican  market.  It  certainly 
holds  true  for  our  company's  export  of  California  wines  to  Mexico.  The  reality  of  the 
job  loss  issue  is  that  much  of  the  U.S.  job  loss  has  already  occurred  to  countries  in 
the  Pacific  rim  and  that,  with  the  implementation  of  NAFTA,  there  will  be  a 
reallocation  of  these  jobs  as  the  free  market  understands  the  cost  and  benefit 
relationships  regarding  labor,  quality  and  transportation. 

Another  issue  that  needs  to  be  addressed  is  the  perception  of  a  huge  surge  of  imports 
into  the  U.S.  following  NAFTA  passage.  Committee  members,  this  concern  is  simply 
ill  founded.  I  can  vividly  recall  in  1989  the  uproar  by  the  real  estate  community  over 
fears  that  the  Resolution  Trust  Corporation  would  swoop  in  and  dump  property  so 
quickly  that  the  real  estate  market  and  the  entire  economy  would  be  thrown  into 
chaos.  While  the  RTC  has  been  accused  of  many  things,  moving  too  quiclcly  has 
never  been  one  of  them.  I  believe  the  free  market  is  an  extremely  effective  tool.  I  ask 
that  you  please  not  underestimate  its  power. 

To  those  who  doubt  the  Salinas  administration's  commitment  to  green  Issues  and 
environmental  reform,  I  ask  you  to  examine  progress  in  Mexico  City  to  accurately 
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determine  Mexico's  level  of  concern.  Despite  continued  pressure  from  opposition 
parties,  over  one  thousand  of  the  worst  polluting  factories  have  been  shut  down. 
Nearly  one  hundred  of  these  have  still  not  been  allowed  to  re-open.  The  "Hoy  No 
Circula"  programVestricts  traffic  in  the  Mexico  City  metropolitan  area  by  prohibiting 
vehicle  owners  the  use  of  their  vehicles  one  day  per  week,  which  has  resulted  in 
much  improved  air  quality.  I  challenge  the  United  States  to  implement  a  similar 
program  in  Los  Angeles,  and  deal  with  the  ensuing  protests. 

I  believe  three  conditions  must  exist  if  a  country  is  to  improve  its  environmental 
situation.  First,  there  must  be  a  willingness  to  address  pollution  issues,  as  well  as  the 
political  strength  to  implement  the  necessary  changes.  Second,  adequate  technology 
or  access  to  technology  must  be  available  to  provide  sufficient  technological 
resources.  Third,  funding  must  be  made  available  to  the  parties  seeking  to  effect  the 
cleanups.  There  can  be  little  doubt  the  Salinas  administration  has  been  serious  in  its 
commitments  to  cleanup  its  environment.  A  cursory  review  of  Mexico's  efforts  to 
date  will  confirm  spending  of  over  $460  million  during  the  past  three  years  towards 
waste  water  treatment,  improved  hazardous  waste  management  and  enforcement, 
and  all  of  this  was  accomplished  while  reducing  the  national  debt,  and  achieving 
budget  surpluses  for  1991  and  1992. 

I  cite  the  dichotomies  of  the  two  Germanies  as  examples  of  how  economic  expansion, 
growth  and  prosperity  can  improve  environmental  quality.  The  former  West  Germany 
was  a  free  running,  market-oriented,  growing  economy,  that  has  Improved  its 
environment  significantly  as  the  overall  economy  prospered.  East  Germany  on  the 
other  hand,  had  a  centrally-controlled  economy,  that  neither  expanded  nor  prospered, 
and  not  coincidentally,  does  not  today  enjoy  very  hospitable  air  and  water  quality.  The 
bottom  line  is  that  economic  growth  and  environmental  improvement  go  hand  in  hand- 
-achieving  one  has  historically  brought  about  the  other. 


'  Translated,  "No  use  today",  the  "Hoy  No  Circula"  program  was  implemented 
by  the  Salinas  administration  in  1990,  as  part  of  its  continued  efforts  to  reduce  the 
air  contamination  in  the  Mexico  City  area.  Use  is  restricted  through  the  placement  of 
color  coded  decals  on  the  vehicles  to  identify  the  weekday  the  use  of  the  vehicle  Is 
prohibited. 
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I  cannot  agree  with  growing  concerns  that  passage  of  NAFTA  will  impede 
environmental  progress  in  Mexico.  Current  provisions  already  contained  in  the 
agreement  provide  for  controls  that  favorably  impact  environmental  concerns.  For 
example,  such  stringent  requirements  as  the  right  to  impose  environmental  impact 
studies  on  investors,  provided  such  requirements  are  applied  equally  to  both  domestic 
as  well  as  foreign  investors,  give  teeth  to  the  NAFTA  framework.  Similarly,  it  is 
incorrect  to  assume  Mexicans  do  not  desire  a  safe,  clean  environment  as  we  do  in  this 
country.  Just  as  the  economic  growth  over  the  past  20  years  in  this  country  has 
resulted  in  a  comparatively  safer  and  cleaner  environment,  so  shall  it  occur  in  Mexico. 
The  current  NAFTA  provisions,  adequately  alleviate  fears  that  Mexico  will  relax  it's 
environmental  regulations  to  stimulate  continued  foreign  investment,  and  require  no 
further  modification. 

The  United  States  cannot  attempt  to  assert  control  over  the  environmental  efforts  of 
another  country  through  demands  for  the  implementation  of  unfunded  requirements, 
unless  it  is  willing  to  step  up  and  provide  the  necessary  dollars  to  ensure  those 
requirements  are  met.  President  Salinas  was  quite  correct  to  challenge  the  Clinton 
administration  to  pay  for  the  "Superfund"  it  sought  to  establish,  with  US  funds,  if  the 
funds'  creation  was  to  be  a  pre-condition  for  NAFTA  approval.  Ironically,  many 
Canadians  today  are  concerned  about  U.S.  efforts  to  cleanup  its  side  of  the  northern 
border,  as  we  profess  to  be  concerned  with  Mexico  to  the  south.  Although  EPA 
standards  have  been  generally  well  received  and  accepted  by  most  of  the  developed 
world,  it  is  arrogant  for  the  U.S.  to  attempt  to  force  those  standards  upon  other 
nations,  rather  than  freely  negotiating  their  acceptance.  Mexican  citizens  do  share  the 
same  environmental  concerns  as  their  U.S.  counterparts,  but  only  lack  the  resources 
to  address  them. 

In  summary,  when  the  idea  of  NAFTA  first  surfaced,  it  was  originally  intended  to 
increase  commerce  to  the  benefit  of  the  trading  partners.  While  valid  environmental 
and  labor  concerns  do  exist,  they  are  not  independently  what  NAFTA  is  all  about.  I 
believe  these  issues  have  been  adequately  addressed  by  the  parties,  and  are  reflected 
in  the  draft  agreement  that  has  now  been  signed  by  the  Presidents  of  all  three 
countries.  To  reopen  negotiations  now,  under  the  pretext  of  continued  concern  for  the 
environment  in  another  country,  is  unacceptable  to  the  business  community.  The 
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NAFTA,  gentlemen,  is  about  business,  and  doing  more  of  it.  That  is  the  most  effective 
way  to  create  more  jobs  and  prosperity  on  both  sides  of  the  border,  not  through 
"investment"  in  more  short-lived,  make  work  projects.  Mexico  currently  spends 
approximately  1%  of  its  total  GNP^  pie  on  green  programs,  compared  to  2%  for  the 
U.S..  Rather  than  insisting  Mexico  increase  the  size  of  the  slice  it  spends,  the  solution 
lies  in  growing  the  size  of  the  pie  itself.  The  most  effective  method  of  achieving 
environmental  safeguards  is  through  economic  expansion.  The  most  effective  way  to 
create  additional  export-related  jobs  and  increase  export  volume,  is  through  expansion 
of  the  affluence  of  the  Mexican  middle  class,  those  who  will  buy  those  products  we 
send  them  and  form  the  expanding  consumer  base  for  U.S.  export  growth.  Mexico's 
willingness  to  continue  dialog  on  these  side  issues  is  ample  evidence  of  their 
commitment  to  a  NAFTA  that  satisfies  all  parties.  The  United  States  however,  cannot 
continue  to  rely  on  Mexico's  good  intentions  indefinitely,  and  must  soon  begin  to  take 
action.  For  a  country  that  prides  itself  on  the  most  peaceful  and  orderly  transition  of 
power  from  one  political  party  to  the  next,  as  we  have  recently  experienced,  I  find  it 
inconceivable  that  President  Clinton  should  believe  all  past  agreements  and  treaties 
negotiated  under  the  last  two  administrations  can  now  be  reopened  for  discussion. 
The  time  for  debate  has  long  passed-the  ball  is  now  in  our  court-and  the  time  for 
decisive  action  has  arrived.  Those  members  of  Congress  who  vote  against  or  delay 
the  NAFTA,  will  be  acting  contrary  to  two  of  the  very  basic  components  of  the 
administration's  professed  goals-job  creation  and  economic  expansion.  These  goals 
can  only  be  achieved  through  immediate  approval  of  the  NAFTA  implementing 
legislation. 

In  Mexico  there  is  an  old  saying,  "Donde  come  uno,  comen  dos".  There  are  no  words 
in  the  English  language  that  can  literally  capture  the  meaning  of  this  saying.  Loosely 
translated,  it  means  that  two  can  eat  at  the  table  as  easily  as  one.  With  regards  to 
NAFTA  and  our  relationship  with  Mexico,  I  believe  the  table  is  set.  I  propose  that 
instead  of  arguing  over  the  culinary  methods  used  to  prepare  the  feast  now  on  the 
table  in  front  of  us,  we  simply  sit  down  and  eat.    Thank  you. 


^  In  Mexico  the  measurement  most  commonly  cited  is  the  Gross  Domestic 
Product  (GDP),  which  is  the  equivalent  of  the  U.S.  Gross  National  Product  (GNP). 
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